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FOREWORD 


Not since the original monetary statutes of 1792 have such far- 
reaching measures been enacted with respect to the currency 
as during the first administration of Franklin D. Roosevelt. 
Never before have such all-extensive powers been conferred on 
the Executive. The new power to issue greenbacks greatly ex¬ 
ceeds that voted by Congress during the Civil War. The Presi¬ 
dent was given the authority to establish bimetallism at any 
ratio he might find necessary and to reduce by as much as 
50 percent the weight of the gold dollar, which, excepting for 
minor changes in 1834 and 1837, been altered since 

the establishment of the Republic. By a stroke of the pen the 
gold clause in contracts was abrogated and all forms of cur¬ 
rency were given the legal-tender power. The Silver Purchase 
Act of 1934 made the earlier enactments, the Bland-Allison Act 
and the Sherman Silver Purchase Act, seem like feeble gestures. 
The monetary legislation adopted was enacted with little dis¬ 
cussion and with little recognition, on the part of the executive 
and legislative branches of the government, of its significance 
or implications. Fundamental monetary changes were effected 
in a nonchalant fashion which ill suited the importance of 
the occasion. 

In so far as they rested on any theoretical basis, the monetary 
enactments and policies were based on the acceptance of a rigid 
quantitative theory of money and credit. A mechanical arith¬ 
metic relationship was assumed between the price of gold, the 
quantity of currency and bank deposits on the one hand, and 
prices and business activity on the other. Through the adoption 
of suitable monetary measures, it was assumed that commodity 
prices could be raised and then stabilized on this higher level. 
No heed was given the contention that the distortions engen¬ 
dered in the price system by the price-raising activities would 
cause prices to fall and the economic house of cards to collapse 
if stabilization were attempted. The proponents of the meas¬ 
ures and policies adopted maintained that the volume and 
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price of exports bore a direct relationship to increases in the 
price of gold and silver. It was further assumed that the low 
rates of interest, resulting from the monetary policies followed, 
would stimulate the capital markets and that business activity 
would parallel the growth in the volume of demand deposits 
accompanying deficit financing. 

Recent economic changes give little support to the conten¬ 
tions of the expansionist school of monetary and credit theory. 
Commodity prices had not attained their 1926 level and busi¬ 
ness activity had not returned to “normal” before the country 
was engulfed in the depression of 1937-1938. As heritages of 
the policies followed are the huge increase in the public debt, 
which introduces still another element of inflexibility in the 
economic system, and the large expansion in the capital assets 
of the commercial banks, which renders them all the more 
vulnerable to interest rate increases. 

Doubtless the precise effects of the policies followed on prices 
and business activity will always be subject to dispute. In eco¬ 
nomic change the effect of one course of action cannot be sepa¬ 
rated from all others. In detailing the monetary enactments 
and policies followed through this five-year period and in pro¬ 
viding data heretofore not generally available, Dr. Paris’s study 
will prove indispensable in the evaluation of results. In pre¬ 
senting the reasons for the policies followed and the conse¬ 
quences flowing therefrom, he has performed signal service. 
Dr. Paris has added greatly to our understanding of develop¬ 
ments during these years, and has furnished a vade mecum to 
all monetary students. 

Benjamin Haggott Beckhart 

Columbia University 
April, 1958 



AUTHOR’S PREFACE 

The money and currency measures of the United States Gov¬ 
ernment during the six-year period from early 1932 to early 
1938 reflected a succession of changing monetary policies, 
rather than a single definite, integrated policy. Thus, steps were 
taken, and not always consciously or consistently, to conserve 
gold, to increase its monetary value, to permit gold to leave 
the country, to prohibit it from leaving the country, and to 
encourage its importation. Some actions were undertaken to 
stimulate “easy” money, at the same time that others were being 
taken to prevent a runaway inflation as, for example, the off¬ 
setting of gold imports, first by raising reserve requirements, 
and later by “sterilizing” gold in an “inactive” account of the 
Treasury. 

The silver policies also varied greatly. The Administration 
at first was willing to tolerate a small increase in the monetary 
silver stocks through the acceptance of foreign war-debt pay¬ 
ments. Then our Government indicated its willingness to “sta¬ 
bilize” the price of silver, as evidenced by the London Confer¬ 
ence Treaties. This willingness took concrete form in the 
Government’s subsequent announcement that it would pur¬ 
chase all the newly mined domestic silver. The seeming climax, 
the step to “nationalize” domestic silver, was capped by the 
Government’s apparent attempt to purchase the whole world’s 
stock of silver, whether needed by other nations for monetary 
purposes or needed domestically for industrial or other direct 
consumption purposes. The setting of different prices for each 
class of silver to be acquired resulted in creating three com¬ 
modities out of a single, standard commodity. After prosecut¬ 
ing the silver policy vigorously for a year and a half, the 
Treasury lost some of its erstwhile eagerness, and toward the 
end of 1937 purchasing only 20 million ounces of silver 
per month as compared with almost 100 million ounces in some 
of the latter months of 1935. 

The national bank-note issue was given an enormous fillip 
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in July, 1932, but before three years elapsed these bank notes 
had been deprived of even the privilege to exist. Not only did 
the extended privileges granted in 1932 expire, but those which 
had existed before 1932 were withdrawn—privileges, it is true, 
which had been continued since 1930 only at the sufferance of 
the Secretary of the Treasury and indirectly, of course, of the 
Administration. 

In only one regard can the series of policies be considered as 
consistent. That is in their tendency towards the concentration 
and centralization of monetary powers in the hands of the Fed¬ 
eral Government. Despite pleas that each of the measures was 
undertaken as an emergency measure, one emergency after an¬ 
other seemed to crop up. The subsequent extension of the time 
limit for all of the ‘^emergency’* monetary and currency laws 
suggests that these laws will eventually become a permanent 
part of our legislation. For after the economic system has be¬ 
come accustomed to operate in their climate, as it were, it may 
be almost impossible to effect any fundamental reversion to the 
former monetary standard. 

It might be argued that these gyrations in policy were forced 
upon the United States, first by economic and monetary 
changes abroad, secondly by foreign political uncertainties, and 
then by the recurring war scares wiiich chased frightened capi¬ 
tal to American shores. It cannot be denied, however, that the 
United States has been at least partially responsible for foreign 
economic conditions, and perhaps to some extent for the state 
of political affairs. But in a world in which economics and poli¬ 
tics are so inextricably interwoven, it is not easy to point out 
the culprit for each little increment to the top-heavy burden of 
economic and political disturbances, many of which are rooted 
in a war of world-wide and long-lasting consequence. 

This book will trace the various recent monetary policies of 
the United States, starting in early 1932 and coming down 
through the early part of 1938. It will first describe the condi¬ 
tions antecedent to the steps taken. Then the immediate legis¬ 
lative measures adopted will be analyzed, as will the subsequent 
orders, rules, regulations, and so forth which stemmed from 
the laws enacted. There will follow a description of the defini- 
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tive actions undertaken to carry out the laws, and o£ the sub¬ 
sequent results. A concluding section will be devoted to an 
appraisal of the several policies, both as to the objectives sought 
and as to the results which actually ensued. 

In the preparation of this study I am especially indebted to 
Professor James W. Angell and Professor Benjamin Haggott 
Beckhart for their considerate reading of the manuscript. Dis¬ 
cussion with other members of the Columbia University Fac¬ 
ulty, and with members of downtown financial institutions, has 
helped toward the clarification of disputed points. Thanks are 
due to Professor Horace Taylor and to Professor Frederick E. 
Croxton, whose encouragement, however intangible, proved 
nonetheless a real stimulation. Finally, my wife, Margaret 
Maher Paris, deserves no small measure of praise, both for her 
helpful criticisms and for her assumption of the burdensome 
task of seeing the book through the press. Needless, perhaps, to 
state, responsibility for the conclusions contained herein are the 
author’s alone. 

James D. Paris 

Pelham, New York 
April. 1938 
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MONETARY POLICIES OF THE 
UNITED STATES, 1932-1938 




I 

UNDERLYING CONDITIONS, 1931-1933 

The five years beginning in February, 1932, witnessed a series 
of extensive alterations in the monetary system of the United 
States which resulted in completely reconstituting the basis of 
a system that had experienced but slight changes in about a 
century. True, the redefinition of the fineness of United States 
coins and the small variation made in the ratio of gold to sil¬ 
ver, in 1834 and 1837, reduce the weight of the gold dollar 
by 6 percent; and the monetary law of 1873 did virtually es¬ 
tablish a single as against a bimetallic standard. But these were 
more in the nature of legalizing what already obtained de facto, 
or what was urgently demanded by the relationship then cur¬ 
rent between silver and gold. The innovations begun in 1932, 
on the other hand, were deliberate manipulations of a going 
monetary system to further a variety of ends, ends which var¬ 
ied month by month, and almost day by day. First it was 
thought desirable to protect our gold stock, then our price 
level, then our monetary system, then the value of our money 
in foreign exchange, then our foreign trade, depending upon 
the interests which were dominant from day to day. With the 
objectives at such cross-purposes, small wonder then that the 
resulting policies and their execution were inconsistent. In¬ 
stead of meshing with each other, the policies clashed time and 
again. This resulted in overnight changes in the angles from 
which attacks were made, involving the setting-up of interna¬ 
tional agreements upon a twenty-four-hour basis, the establish¬ 
ment of a two-billion-dollar exchange stabilization fund for 
which the President and the Secretary of the Treasury were to 
be accountable to no one, and the granting to the President of 
extraordinary discretionary powers. 

THE BANKING CRISIS, FEBRUARY-MARCH, I933 

President Roosevelt was inaugurated on March 4, 1933, in 
the midst of financial chaos. Banks had been forced to close 
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their doors because of the devastating spread of bank runs. 
What had started as a comparatively small run upon banks in 
one state, Michigan, resulting in the proclaiming of an eight- 
day banking holiday there on February 14, gathered speed and 
momentum, landing first in one part of the country and then 
in another. That proclamation “proved the opening signal of 
alarm which rapidly extended from one state to another, until 
on March 4, practically every bank in the nation was closed.”^ 

Indiana followed Michigan by only nine days in declaring a 
bank holiday. Then came in quick succession, Maryland, Ar¬ 
kansas, and Ohio. On the first day of March, Alabama, Ken¬ 
tucky, Tennessee, and Nevada declared holidays. The next day 
states as far apart as Oregon and Mississippi declared holidays. 
On March 3, Georgia, the State of Washington, and five others 
succumbed. Then on March 4, the crowning stroke occurred 
as New York, Illinois, and twenty-three other states proclaimed 
holidays, thus closing the banks in practically the entire nation. 
By that date most of the banks throughout the country were 
either closed or were operating under restrictions. 

The banking crisis did not spring full-born from events 
which occurred in the middle of February. Nor were the hap¬ 
penings in 1932 at the root of the trouble, even though that 
year did see the beginning of proclamations of “bank holidays” 
and “bank moratoria” on a significant scale. During 1932, 
many banks in a number of states had closed temporarily under 
special “banking holidays” declared by civil authorities. In No¬ 
vember, a state-wide banking moratorium was declared by the 
Governor of Nevada. Banks in other states, while not actually 
ceasing business, obtained agreements from their depositors for 
the postponement or waiver of their claims. The developments 
which led to the crisis were even further removed in time. 

The banking crisis early in 1933 ^ culmination of developments 

that had been under way since the beginning of the depression in 
1929 and in many areas for a considerably longer period. One of 
the outstanding characteristics of the depression had been the suc¬ 
cessive outbreaks of acute banking difficulties that began in 1930 
and continued to recur from time to time until March 1933. Be¬ 
tween the end of December 1929 and the end of February 1933 
^United States Department of Commerce, World Economic Review, 1933, P* ^ 5 * 
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nearly 5,000 banks, or more than one bank in every five, suspended 
operations, with deposit liabilities aggregating about $3,500,000,000. 

The first series of these failures came in the latter part of 1930 
in Kentucky, Tennessee, Arkansas, and North Carolina, followed 
by suspension of a large bank in New York and another in Phil¬ 
adelphia. Conditions improved early in 1931, but there was another 
and even more widespread series of failures from the middle of 
1931 until February 1932. This series started with suspension of a 
large number of banks in Chicago and the surrounding region and 
spread to Ohio and other Midwestern States, to Pennsylvania and 
New York, and toward the end of 1931 to New England. 

Following the formation of the Reconstruction Finance Corpora¬ 
tion in February 1932 the rate of suspensions was substantially 
reduced. In June and July 1932, however, banking difficulties again 
occurred in Chicago and surrounding territory. During the re¬ 
mainder of 1932, until December, there were relatively few failures 
and most of these were among small banks. In December 1932 
suspensions began to increase and in the first 6 weeks of 1933 they 
became more numerous and more widespread and involved more 
banks of substantial size. The volume of deposits of suspended 
banks was particularly large in southern New Jersey, the District of 
Columbia, Tennessee, Illinois, Iowa, Missouri, Nevada, and Cali¬ 
fornia. Finally, renewed banking difficulties in February 1933 led 
to the temporary closing of all banks by official action, first in the 
State of Michigan, then in other States, and finally by Presidential 
|)roclamation throughout the country.^ 

The immediate conditions preceding the crisis reflected the 
cumulated effects of the sharp recession in business and indus¬ 
trial activity which had been in process for some three and a 
half years. Concomitant factors, naturally, were the precipitous 
declines in commodity, security and real-estate prices. These 
declines intensified the inability of debtors to meet their obli¬ 
gations. Creditors became panicky and called, or refused to 
extend, their outstanding loans. By the end of 1932, deflation¬ 
ary forces were in full swing. Bank suspensions were increasing 
daily and general debt defaults rose acceleratingly. Hoarding, 
both domestic and foreign, was becoming more evident. For¬ 
eigners had been withdrawing their dollar balances since the 
last few months of 1931, and draining gold from the United 
States. 

* Federal Reserve Board, Annual Report, 1933, pp. 3, 4. 
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Signs pointing toward the intensification o£ domestic hoard¬ 
ing were seen in the following occurrences: in January, 1933, 
the post-holiday return flow of the currency was less than usual; 
in February, actual withdrawals of currency took place, in sub¬ 
stantial amounts in the aggregate; and during this period the 
shifting of deposits became widespread. The shifting of deposits 
was evidenced by the transfer from banks in one part of a 
community, or of the country, to other parts, and from banks 
to other institutions. Toward the end of February there de¬ 
veloped fears for the future convertibility of the currency, and 
gold withdrawals, which had been moderate, reached a more 
acute stage. 

The drains upon the domestic banking system engendered a 
pressure which was felt not only by the weaker small-town 
banks, but also by the larger city banks and even by the Fed¬ 
eral Reserve Banks, which had been paying out Federal Re¬ 
serve notes and gold. 

NATION-WIDE BANKING HOLIDAY 

On Monday March 6, 1933, President Roosevelt issued a 
proclamation declaring a banking holiday for all banking in¬ 
stitutions and their branches. The holiday was to be in effect 
throughout the United States and its possessions, and was to 
continue through March 9. By the proclamation, all banking 
transactions were suspended except for those authorized by the 
Secretary of the Treasury with the approval of the President. 
Also, the President placed an embargo upon gold exports. 

On March 9, the President asked the Congress, which he 
had convened in extra session, for the immediate enactment 
of legislation to clarify and augment his authority in a period of 
national emergency and to promote the reestablishment of 
banking facilities. Legislation enacted on the same day granted 
the President all the powers which he requested. The legisla¬ 
tion consisted of the Emergency Banking Act which 

(1) confirmed the President's proclamation of March 6, (2) re¬ 
quired the Treasury's approval for the reopening of banks, (3) 
empowered the President to investigate, regulate, or prohibit trans¬ 
actions in gold or foreign exchange, (4) authorized the Comp- 
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troller of the Currency to appoint conservators for national banks 
the condition of whose assets did not permit them to open, (5) 
provided for the purchase by the Reconstruction Finance Corpora¬ 
tion of preferred shares in order to facilitate the reorganization of 
weak banks, (6) authorized the Federal Reserve banks to issue 
Federal Reserve bank notes secured by United States Government 
bonds or commercial paper (in the latter case up to 90 percent of 
the estimated value), and (7) granted the member banks wider 
access to the Federal Reserve banks for the emergency period.^ 

On March 9, 1933, the holiday was continued by the Presi¬ 
dent until further proclamation, and indeed on December 16, 
1936, at the Treasury Department Appropriation Bill Hear¬ 
ings Mr. C. F. Ellis, of the office of the General Counsel of the 
Treasury Department, stated^ that the bank holiday was still 
in effect even at that late date. 

The bank-holiday proclamation and the subsequent steps 
taken thereunder became the opening wedge for the Adminis¬ 
tration in its endeavor to take over and practically “nationalize** 
the financial mechanism of the nation. Under the plea of 
“emergency” and pursuant to emergency powers granted in the 
Trading-with-the-Enemy Act of 1917, the banking system, the 
monetary system, and even the capital market were brought 
under the control of the Federal Government. Additional con¬ 
trol through deficit financing and other indirect and unplanned 
means gave the Government control over interest rates, the 
disposition of corporate earnings, business operations, and 
other elements of administration and management. The po¬ 
tentialities embraced in the steps taken, and in the authoriza¬ 
tions granted, are all but limitless. If the central government 
control the money and credit machinery, so vital to the pres¬ 
ent, capitalistic, business economy as we know it, what is to 
prevent it from eventually assuming management of the whole 
economic structure, comprehending thus in its grasp every activ¬ 
ity from the output of the raw materials to final consumption 
by the individual? This is undoubtedly the goal of some of the 
“economic planners,” but the insolvable complications involved 
have been demonstrated too often even to need comment. 

* United States Department of Commerce, World Economic Review, 1953, p. 15. 

*• Page 81 of the printed Hearings before the House Committee on Appro¬ 
priations. 



8 


UNDERLYING CONDITIONS, 1931-1933 


IMPORTANCE OF MONEY IN THE BUSINESS ECONOMY 

It may be argued that monetary considerations are but one 
group of phenomena in our economy and do not merit the 
care and attention lavished upon them. But a business economy 
based upon a price system—that is, an economy predicated not 
upon the performance of certain acts and services as such, for 
their own sake, or for any direct benefit derived therefrom, 
but only in so far as they are productive of a money price— 
depends for its very existence upon the money and credit struc¬ 
ture. We do not produce goods to consume, we produce them 
to sell, and we must be able to sell them at a price higher than 
the cost at which they were produced. This heretofore inte¬ 
grated system of prices needs for its efficient functioning a com¬ 
paratively fixed and stable monetary structure, not one subject 
to the tug of political whim following whatever will-o’-the-wisp 
happens to attract at the moment. Abundant resources, techno¬ 
logical improvement, transportation facilities, and commodity 
plenty, all mean nothing if the distributive system, based as it 
is upon an integrated, interrelated price mechanism, does not 
function. Unless the business community can have confidence 
that the price system rests upon a relatively fixed standard 
rather than upon political convenience or fancy, the capital¬ 
istic system, as we know it, is subject to a more or less complete 
metamorphosis. 

I do not mean to imply that a change in the monetary sys¬ 
tem would immediately produce corresponding changes in the 
price structure or in price levels. Commodity prices will lag 
somewhat behind the price of gold, but, unless sufficient off¬ 
setting factors develop, they will catch up eventually. 

If wc stabilize at 59.06 cents of our old gold dollar, calling the 
value represented by this amount of gold the new dollar, sooner 
or later commodity prices will rise to a level about 69.3 per cent 
higher than they would have been had the old gold dollar been 
retained. This rise in prices, of course, would take time, and the 
advance would not assume much importance until in some way or 
other an increased demand for goods and services should be 
created; for the mere reduction of the gold content of the dollar 
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and the mere pumping of more money and bank credit into circu¬ 
lation will not of themselves raise prices.® 

This analysis seems nearer the truth than the conclusions 
reached by the Commission of Inquiry into National Policy 
in International Economic Relations and summarized by its 
chairman, Dr. Robert M. Hutchins. 

We came to the conclusion in the first place that there is only a 
minor relationship between the official prices of gold or silver and 
the general price level. As a matter of fact the official prices of gold 
and silver have an important influence only on the prices of those 
commodities which figure largely in international trade. The at¬ 
tempt to raise the domestic price level by raising the price of gold 
and the price of silver was bound to fail, and it has failed. The 
attempt was made to promote domestic recovery. It has not suc¬ 
ceeded. Indeed the only effect this attempt has had on domestic 
recovery has been to slow it down. But many people have the delu¬ 
sion that the official price of gold and silver has something to do 
with the general price level. 

In general, monetary policy plays a relatively minor role in either 
domestic or international recovery. Moving the official price of 
gold or silver up or down does not seem to be the most effective 
means toward either.® 

ECONOMIC CONTROL MEASURES, ESPECIALLY MONETARY, 

TAKEN BY THE UNITED STATES GOVERNMENT, 1932-1937 

It was not only through monetary and financial measures 
that the Administration tried to control the economy of the 
country. It resorted also to direct means, as, for example, 
through the National Recovery Administration and the Agri¬ 
cultural Adjustment Administration. But both of these types 
of regulation, as administered under their respective Acts, were 
considered unconstitutional by the United States Supreme 
Court. 

The more comprehensive control, but not the less effective 
because of its hidden and subtle nature, was upheld by the 
Supreme Court when that Court validated the laws abrogating 
the gold clause. The circumstances leading up to the enactment 
of that law and the consequences thereof will be considered in 

* E. W. Kcmmerer, Kemmerer on Money, pp. 206, 207. 

* Economic Forum (summer, 1935), pp. 146, 147. 
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the next chapter, which contains also a discussion of the de¬ 
valuation of the gold dollar, of gold “sterilization,*' and so forth. 

The subsidies granted to an industry which is of small im¬ 
portance in the economy of the nation as a whole (although 
large in some of the states), under the guise of monetary and 
price recovery measures, brings the silver problem to the fore 
as another aspect of the monetary policies of the Roose¬ 
velt Administration. The tremendous pressure exerted by a 
small but powerful group, starting from a small industrial 
springboard and landing in the pool of international money 
and finance, with a resulting world-wide monetary upheaval, 
drew from the Administration one of the most amazing series 
of promises and performances ever witnessed. The manipula¬ 
tions of this small group of silver advocates, and the concessions 
they obtained from the Administration in its policy of “doing 
something for silver," form the third chapter of this book. 

Other types of money, such as Federal Reserve notes. Fed¬ 
eral Reserve bank notes, and national bank notes are dealt 
with in later chapters. While any actions taken in regard to 
these types of currency are not basically as significant as are the 
measures undertaken in connection with gold and silver poli¬ 
cies, they do reflect to some extent the monetary trends of the 
Government. It is true, too, that the initial steps altering our 
currency system were taken in 1932, during the Hoover regime. 
The first breach was the substitution of Federal obligations for 
gold as backing for Federal Reserve notes.'^ A few months later 
the next step was taken by extending the list of bonds given the 
privilege of serving as backing for national bank notes. These 
steps were halting, however, and gave not the slightest hint as 
to the revolutionary changes then impending. 

Another interesting point may be mentioned in passing. The 
simplification of the United States monetary system, for which 
economists have made pleas time and again, is in a fair way to 
being effected, but seemingly in a way far different from what 
they had contemplated. A monetary system whose paper money, 
outside the Treasury and Central Bank, consists of only Fed¬ 
eral Reserve notes, and silver certificates is a picture simple 

^ But only above the 40 percent minimum gold requirement. 
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and bare of adornment, when compared with the former in¬ 
teresting if confusing array of gold certificates, silver certifi¬ 
cates, United States notes, Treasury notes of 1890, Federal 
Reserve notes, Federal Reserve bank notes, and national bank 
notes. 

Another small step in the simplification process was the 
withdrawal of gold coin from circulation, melting it down, and 
forming it into bars to be held by the Treasury. But simplifica¬ 
tion of a monetary system by substituting for convertible cur¬ 
rency paper which is irredeemable in gold, or redeemable in 
silver with a market value of less than half the face value indi¬ 
cated on the currency, is probably not the simplification so 
earnestly sought heretofore. 



II 


DELIBERATE MANIPULATION OF THE 
GOLD DOLLAR 

When President Hoover, in his opening campaign speech at 
Des Moines on October 4, 1932, stated that the “Secretary of 
the Treasury inlormed me [winter of 1931-32] tiiat unless we 
could put into effect a remedy, we could not hold to the gold 
standard but two weeks longer because of inability to meet the 
demands of foreigners and our own citizens for gold,“ the 
Democratic party rose in wrathful indignation. Even Senator 
Glass, in a telegram to the New York Times, sent on October 7 
from a sickbed, denied that any spokesman for the administra¬ 
tion privately or publicly expressed the “slightest concern over 
the gold standard,” but on the contrary “scouted the idea that 
there was the remotest chance of anything of the kind.” He 
seemed, too, to indicate that even the thought of such a thing 
happening was beyond the bounds of all possibility. 

LOSS OF GOLD, 1931 - 193 I> 

Whatever the charges and countercharges, the external drain 
upon the United States gold stock, during the autumn of 1931 
and the spring of 1932, did threaten the monetary base. (See 
Chart I.) It totaled more than $i,ooo,ooo,ooo->a sizable chunk 
to tear off the monetary base within the space of less than a 
year. By the end of June, 1932, the monetary gold stock of the 
United States had fallen 20 percent from its mid-1931 figure of 
$5,000,000,000, which, up to that time, was the highest point 
that our gold stock had ever reached. 

This large gold drain was rooted in the suspension of the 
gold standard by England, on September 21, 1931. When Eng¬ 
land left gold, other nations also halted the workings of the 
gold standard, either completely or partially. The subsequent 
loss of confidence in the holding of balances abroad, and the 
desire to strengthen their own gold position, led many central 
banks, other banking institutions and private firms to withdraw 
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gold from the United States. Also, the decline in domestic con¬ 
fidence, resulting from the foreign demands on our gold, led 
to internal withdrawals of currency for hoarding. The double 
threat to the reserves of our banking system by the heavy out¬ 
ward flow of gold, and the accelerating domestic demand for 
currency, led to a period of acute credit contraction during the 
last quarter of 1931 and the first quarter of 1932. 


Chart I 

Net Changes in the Monetary Gold Stock of the United States 
(Net Increase [-f] or Net Decrease [—], by Months) 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


n$ 3,405 MILLION,including $?,806 MILLION ‘*MARK-UP‘*~| 



Sources: United States Treasury Department; Board of Governors of the 
Federal Reserve System. 

The export of gold from the United States, in the six weeks 
following England’s suspension of the gold standard, reduced 
our monetary gold stock by $725,000,000—the largest move¬ 
ment for a similar period in any country at any time. The 
temporary let-up in the movement, toward the end of the year, 
was resumed in January and February, and was intensified in 
May and June, 1932, so that by the end of the nine-months’ 
period since September, 1931, the monetary gold stock had 
fallen by $1,100,000,000. 
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The Federal Reserve Board described the situation as fol¬ 
lows: 

Suspension of the gold standard in England not only tended to 
immobilize foreign balances still held in London but also to impair 
confidence in such balances held elsewhere and to cause European 
banks to convert large portions of their foreign funds into gold. 
Since a large part of the realizable short-term foreign balances of 
the world was held in the United States, it was largely upon this 
country that this movement then concentrated. As a consequence, 
the United States lost $725,000,000 of gold from the middle of 
September to the end of October [1931]. About three-fifths of this 
gold was taken by France, and the bulk of the remainder by 
Belgium, Switzerland, and Netherlands. These were the countries 
which previously had been drawing heavily upon the Bank of 
England’s reserves, and which continued to draw gold from the 
London bullion market when the bank itself ceased to j)ay out 
gold. To a considerable extent the movement reflected the desire 
of the central banks in these countries to increase their metallic 
reserves with a view to showing a stronger gold position. 

In the final two months of 1931 the general movement of the 
first of the year was resumed, and gold stock in the United States 
rose as a result of shipments from Canada, Latin America, and the 
Far East. The (low from these areas had in fact never ceased; but 
from the middle of Sepiember through October, the shipments to 
Europe had been much larger than the receipts from other parts of 
the world. In November and December, however, exports to Europe 
practically ceased, while shipments from Japan, which was endeav¬ 
oring to maintain the gold standard, were in heavy volume. Even 
after Japan abandf)ned the gold standard on December 13, Japanese 
gold continued to arrive at San Francisco. In these two months 
the monetary gold stock of the United States increased by 
$170,000,000. 

During 1931 as a whole, the monetary gold stock of the United 
States decreased by about $135,000,000.1 

But the year 1932, on the whole, showed a net increase in 
monetary gold stocks. The violent fluctuations in both the size 
and the direction of the gold flows in that year are attested to 
by the decrease in gold stocks of almost half a billion dollars 
in May and June, as contrasted with an increase of almost 
$200,000,000 in December. The resulting net increase, for the 
year as a whole, amounted to $53,000,000. 

’Federal Reserve Boaid, Annual Report, 1931, p. 11. 
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During the first half of 1932, the external loss of gold and 
the internal loss of currency were the predominant factors. 
Thus the continued pressure upon the banking system called 
forth Federal Reserve purchase of Governments. These were 
of large enough volume to enable banks not only to satisfy 
both the external and internal demands but also to reduce their 
indebtedness to the Federal Reserve Banks. In the second half 
of 1932 (beginning about the middle of July), the direction of 
the gold movement and that of currency were reversed. The 
monetary gold stock increased by more than $50,000,000 in 
July, by more than $100,000,000 in the next two months, and 
by around $75,000,000, in October and November. Also, the 
banking system was enabled to increase its reserves from two 
other sources, namely, the return How of currency, and issue of 
new national bank notes. 

The external and internal drains of gold and currency, as 
described in Chapter I, were part of the immediate cause of 
the banking crisis early in 1933. Also of large, but non- 
measurable, importance was the publication, in December, 
1932, of the list of banks and other institutions which had bor¬ 
rowed from the Reconstruction Finance Corporation. Publica¬ 
tion of this list made known to depositors and others the extent 
to which their own banks had had to resort to the Reconstruc¬ 
tion Finance Corporation. The resulting loss of confidence was 
merely one more unbalancing item piled upon the top of an 
already trembling structure. 

BANK holiday; GOLD RESTRICTIONS 

The panic conditions in the financial machinery of the coun¬ 
try which finally developed by March 4, 1933, could lead to 
but one thing, and that was wholesale cessation of activity by 
a sick body, until it could be nursed back to health in toto. 
Piecemeal measures, such as had been tried by the National 
Credit Corporation, by the Reconstruction Finance Corpora¬ 
tion, by Federal Reserve policy, and by the Glass-Steagall 
Amendment to the Federal Reserve Act, could not succeed. 
The closing of the banks, which was all but nation-wide by 
March 4, 1933, needed to be made complete before a new start 
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could be made. Only one day after his inauguration, President 
Roosevelt issued the momentous Bank Holiday Proclamation, 
to go into effect the next day, and to remain in effect until 
March 9. The broad powers granted in a national emergency 
by an old law, the Trading-witliThe-Enemy Act of October 6, 
1917, permitted the President to assume complete and un¬ 
equivocal control of the nation’s whole banking, financial, and 
monetary machinery. The proclamation effected suspension of 
all banking transactions except those permitted by the Secre¬ 
tary of the Treasury, and “prohibited the paying out, exporting 
or earmarking of gold or silver coin or bullion, or currency, 
or dealing in foreign exchange during the banking holiday.” 

The special session of Congress convened by the President 
on March 9 passed the Emergency Banking Act. This Act ap¬ 
proved and confirmed the actions already taken by the Presi¬ 
dent, and amended the Act of October 6, 1917. In addition to 
purely banking provisions, the Act authorized the Secretary of 
the Treasury to require the delivery of all gold coin, bullion, 
and certificates to the Treasurer. Also, pursuant to the powers 
granted by the Act, the President continued the March 6 proc¬ 
lamation until further notice. That is, the banking holiday 
was extended, as were the prohibitions on gold exports and the 
restrictions on the paying out of gold by the banks. 

On the next day, March 10, the President issued an execu¬ 
tive order “under authority specifically confirmed in the emer¬ 
gency act of March 9,” in which he prohibited the export of 
gold coin, bullion, and certificates except by license from the 
Secretary of the Treasury, and limited foreign exchange to 
“legitimate and normal business requirements, for reasonable 
traveling and other personal requirements, and for the fulfill¬ 
ment of contracts entered into prior to March 6, 1933/' The 
order applied not only to individuals, partnerships, associa¬ 
tions, corporations and so forth, but also specified that “per¬ 
mission given to banking institutions to perform banking func¬ 
tions should not include authorization to pay out gold coin, 
gold, or gold certificates, except ?s authorized by the Secretary 
of the Treasury.” The Secretary of the Treasury stated that, 
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“Gold continued to be available, however, for use in industry 
and the arts.”^ 

On April 5, 1933, the President issued still another execu¬ 
tive order, “nationalizing” gold by forbidding the hoarding of 
gold coin, bullion or certificates, and requiring all persons to 
deliver such to a Federal Reserve Bank or branch or agency ex¬ 
cept for “reasonable amounts for use in industry and the arts, and 
rare coins, and a maximum of $100 per person in gold coin and 
gold certificates.” The order permitted the holding and acquisi¬ 
tion of gold for industrial use and for proper transactions not 
involving hoarding. Member banks were required to deliver all 
gold coin, bullion and certificates owned by them or received by 
them to the Federal Reserve Banks of their respective districts. 

On April 13, it was learned that the Treasury Department 
had licensed an export of gold to Holland against an exchange 
transaction. This was the first shipment, except for earmarked 
stock, which the Government had permitted from the United 
States since the embargo of March 6. 


SUSPENSION OF THE GOLD STANDARD 

In spite of this indication of the maintenance of the dollar 
on a gold basis, it was widely thought that ultimate currency 
depreciation was inevitable. This belief was strengthened by 
the growing sentiment in Congress for monetary inflation to 
include the expansion of the use of silver, and the devaluation 
of the gold dollar. Less than a week later, on April 18, refusal 
to grant licenses for shipment of gold abroad was made by the 
Treasury, and on the next day the Secretary of the Treasury 

*"On March ifjth (he Secretary of the Treasury authorized the Federal Re¬ 
serve Banks to sell gold bullion for legitimate and customary trade uses, in such 
amounts as the banks deemed reasonable, provided the applicant submitted an 
affidavit stating the amount of unmanufactured gold on hand, and the fact that 
the procuring of the desired metal was essential to the maintenance of employ¬ 
ment. This arrangement continued in force until April 29th, when the procedure 
of withdrawal was changed in detail under new regulations issued by the Secre¬ 
tary of the Treasury. These regulations merely required an amplification of 
information and records through a system of affidavits, and were revised from 
time to time to secure greater control. However, the Government continued to 
furnish gold bars to the arts and industries at $20.67 per ounce until August 
28th.” Handy and Harman, Annual Review, 1933, p. 42. 
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advised that “until further notice no further licenses would be 
granted for the export of gold from the United States for the 
purpose of supporting the dollar in foreign exchange/' On the 
twentieth the President finally took the nation off the gold 
standard by the issuance of an executive order which forbade 
earmarking for foreign account and embargoed the export of 
gold coin, bullion, and certificates, with the certain exceptions 
granted through the Secretary of the Treasury. 

On April 29, there was some let-up in the stringent gold 
regulations. The arts and industry, as well as the dealers sup¬ 
plying them, were permitted to purchase gold from the Federal 
Reserve Banks. Also, exports of earmarked gold, of gold im¬ 
ported for reexport, and of gold necessary for the fulfillment 
of a contract entered into before April 20 were permitted. 

The next item of importance in the long, varied, and often 
contradictory list of gold actions occurred on May 7, when the 
President gave his Sunday evening “fireside” talk over the 
radio. He stated that as there was not enough gold to pay all 
holders of gold obligations, the Government should “in the 
interest of justice” allow none to be paid in gold. 

“thomas” inflation amendment 

The tremendous inflationary pressure which began to be¬ 
come manifest at about this time resulted in the so-called 
“Thomas” Amendment to the Agricultural Adjustment Act 
(Title III of the Act of May 12, 1933).^ Under this Amend¬ 
ment, the President was authorized, among other things, 

’Following is a brief suniniary of this Amendment: 

Purposes 

(1) To stabilize domestic prices 

(2) To protect our foreign commerce against foreign currency deprecia¬ 
tion 

(3) To expand money and credit 
Measures to be taken to achieve these purposes 

(1) Expand Federal Reserve credit by $3,ck)o,ooo,ooo 

(2) Issue fiat currency up to 13,000,000,000 

(3) Reduce weight of gold dollar by up to 50 percent 

(4) Provide for unlimited coinage of gold and silver 

(5) Accept silver from foreign Governments as payments upon their 
debt to the United States. Only 400,000,000 ounces, at 50 cents per 
ounce, is to be accepted, and that within the succeeding six months 
only 
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by proclamation to fix the weight of the gold dollar . . . and also 
to fix the weight of the silver dollar ... at a definite fixed ratio in 
relation to the gold dollar at such amounts as he finds necessary from 
his investigation to stabilize domestic prices or to protect the for¬ 
eign commerce against the adverse effect of depreciated foreign 
currencies, and to provide for the unlimited coinage of such gold 
and silver at the ratio so fixed . . . and . . . the weight of the gold 
dollar . . . so fixed, shall be the standard unit of value . . . but in 
no event shall the weight of the gold dollar be fixed so as to reduce 
its present weight by more than 50 per centum. 

SUSPENSION OF THE GOLD CLAUSE 

Tlie first phase of the Administration’s gold policy culmi¬ 
nated in Public Resolution Number 10, more generally known 
as the Joint Resolution of June 5, 1933, which stated, among 
other provisions, that “every provision contained in or made 
with respect to any obligation which purports to give the ob¬ 
ligee a right to reeptire payment in gold or a particular kind 
of coin or currency, or in an amount in money of the United 
States measured thereby, is declared to be against public policy; 
and no such provision shall be contained in or made with re¬ 
spect to any obligation hereafter incurred.” Not only were 
future “gold clauses” prohibited, but “gold clauses” already a 
part of obligations then outstanding also were abrogated. This 
law likewise made “all coins and currencies of the United States 
(including Federal Reserve notes and circulating notes of Fed¬ 
eral Reserve banks and national banking associations) hereto¬ 
fore or hereafter coined or issued,” “legal tender for all debts, 
public and private.” 

LONDON ECONOMIC CONFERENCE 

The rest of June was spent in preparing for the World Mone¬ 
tary and Economic Conference at London, which it was hoped 
would settle once and for all the monetary policies of the en¬ 
tire world. The preliminary conversations held by President 
Roosevelt during April and May with Herriot, MacDonald, 
Jung, and others had paved the way for a smooth and final dis¬ 
position of the problems under consideration. Furthermore, the 
Conference was expected to succeed because, as President 
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Roosevelt said in his May 7 “fireside’' talk, one of the objec¬ 
tives of the Conference ^vas “the setting up of a stabilization 
of currencies, in order that tfade ^nd commerce can make con¬ 
tracts ahead. . . The great international conference that lies 
before us must succeed. The future of the world demands it 
and we have each of us pledged ourselves to the best joint ef¬ 
forts to that end.” 

Instead of opening with hope, however, the Conference 
opened amid fear and distrust. Conversations previously held 
and promises tacitly made Avere forgotten. Also, the absorption 
of the United States in domestic price-raising schemes made her 
interest in international problems only secondary. The open¬ 
ing on June 12 was anything but auspicious, especially with 
MacDonald’s unexpected reference to the war debts, a question 
which it had been understood Avas not to be brought up. Con¬ 
sidering the atmosphere of foreboding in which the Conference 
started, small wonder then that the breakdoAvn of the Confer¬ 
ence began even before the echo of the maiden speech had died 
out. 

The action Avhich all but sounded the death knell for the 
Conference was the sending of a message to the Conference by 
President Roosevelt on July 2, 1933. He started the message 
by saying he “Avould regard it as a catastrophe amounting to a 
world tragedy” if the Conference should concern itself Avith 
foreign exchange stabilization. He continued his “lecture” to 
the Conference in detailing the problems it should take up and 
those Arhich it should leave alone. His preoccupation with do¬ 
mestic problems Avas illustrated by the paragraph in which he 
said that “the United States seeks the kind of a dollar which a 
generation hence will have the same purchasing and debt¬ 
paying poAver as the dollar we hope to attain in the near 
future.” 

The debilitating shock which was felt by world confidence, 
and the sickening reaction upon the economic structure which 
had faintly perceived a ray of light, cannot be described. While 
one should not try to belittle the nature of the blow, it should 
be pointed out that the United States was not alone responsible 
for the step taken by President Roosevelt. Great Britain, whose 
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words sought stability" deeds^liiW^^l them, was not 

entirely blameless. True, she did JJUn^ but only upon 

terms which left little if an 4 B^irWor cmrfipwmise. 

During the remaining wecKs of Jyly^nd^uring August, the 
American people forgot world projjj^s, and became con¬ 
cerned with the success of i-nterrlSi recovery measures under¬ 
taken through the National Recovery Administration and the 
establishment of codes. But by the end of August, it became 
evident that gold and gold policy were still prominent in the 
President’s mind. On August 28, in an executive order, the 
President revoked the executive orders of April 5 and April 20, 
and issued comprehensive provisions with respect to the ac¬ 
quisition, hoarding, export, and earmarking of gold coin, bul¬ 
lion and currency, and with respect to transactions in foreign 
exchange. The August 28 order also required the delivery to 
the Federal Reserve Banks of all gold coin, gold bullion, or 
gold certificates domestically held, Avith certain stated excep¬ 
tions. Information on holdings and acquisitions of gold and 
gold certificates was demanded too. 

NEWLY MINED DOMESTIC GOLD 

On the next day, August 29, 1933, the President issued an 
executive order authorizing the Secretary of the Treasury to 
receive all newly mined gold of domestic origin. The gold was 
to be accepted on consignment for sale either to persons li¬ 
censed to acquire gold for use in the domestic arts, industry, 
and professions, or to foreign purchasers for export. 

This newly mined domestic gold was to be received by any 
mint or assay office at a daily price, in terms of our then de¬ 
preciated currency, which was to equal the highest price ob¬ 
taining in any of the free gold markets of the world. This 
program got under way by September 8. The price at which 
the Secretary of the Treasury was authorized to sell the gold 
was set at $29.62 per fine ounce on that date. (See Chart II.) 
From that date to October 25, tvhen the Reconstruction 
Finance Corporation took up the task, the price set for gold 
varied from as low as $29.10, on September 11, to as high as 
$32.28 on September 20. 
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MOVEMENT “TOWARD A MANAGED CURRENCY’' 

For almost two months the situation with respect to gold 
remained quiescent. But on October 22, 1933, the President 
delivered a radio speech in the course of which he stated that 
the definite policy of the Government “has been to restore 
commodity price levels,” and after the price level has been re- 
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stored “we shall seek to establish and maintain a dollar which 
will not change its purchasing and debt-paying power during 
the succeeding generation.” He stated, also, that “our dollar 
is now altogether too greatly influenced by the accidents of 
international trade, by the internal policies of other nations, 
and by political disturbances in other continents. Therefore 
the United States must take firmly in its own hands the con- 
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trol of the gold value of our dollar. This is necessary in order 
to prevent dollar disturbances from swinging us away from our 
ultimate goal, namely, the continued recovery of our com¬ 
modity prices.” 

The primary objective, hence, was to raise domestic prices 
to a satisfactory level. Following this, and contingent upon it, 
the Government would attempt purchasing-power stabilization 
as well as currency stabilization. To accomplish the primary 
aim, the President stated that he was about to establish a Gov¬ 
ernment market for gold in the United States. He authorized 
the Reconstruction Finance Corporation to buy newly mined 
domestic gold at prices to be determined from time to time 
after consultation with the Secretary of the Treasury and the 
President. When necessary to consummate the end in view, the 
Reconstruction Finance Corporation would also buy and sell 
gold in the world market. The President stated this to be “a 
policy and not an expedient,” and not a temporary move, but 
a move “toward a managed currency,” and that “Government 
credit will be maintained and a sound currency will accompany 
a rise in the American price level.” 

In an executive order, issued October 25, i933> the President 
amended the executive order of August 28, and revoked that 
of August 29, which had authorized the Secretary of the Treas¬ 
ury to sell newly mined domestic gold. The latest order author¬ 
ized the Reconstruction Finance Corporation instead to be the 
buying and selling agency. The Corporation was permitted to 
acquire, hold, earmark for foreign account, export, or other¬ 
wise dispose of the gold. 

Also on October 25, the Reconstruction Finance Corporation 
announced that it would issue notes, series of February 1, 1934, 
payment for which was to be received in gold. The total of 
notes offered at first amounted to $50,000,000, or thereabouts, 
and the notes were bearer obligations of the Reconstruction 
Finance Corporation and were to be fully and unconditionally 
guaranteed by the United States. They were issued on a dis¬ 
count basis at the rate of % percent per annum, and would 
mature on February 1, 1934, 99 days after the Reconstruction 
Finance Corporation announcement. 
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Under the new policy. Government purchase of newly mined 
domestic gold was begun on October 25, at the rate of $31.36 
per fine ounce. (See Chart II.) On October 30 purchases were 
extended to foreign markets at a rate of $31.96. The buying 
price continued upward almost unabated until December 1, 
when it reached $34.01, at which price it was maintained dur¬ 
ing the first half of the month. On December 18 the price was 
raised to $34.06, and this price obtained until January 15, 1934, 
when these operations were transferred to the Federal Reserve 
Bank of New York. The gold received by the Reconstruction 
Finance Corporation ranged in price from $31.36 to $34.06, 
and averaged, according to Treasury computations, $33.59 per 
fine ounce. It should be noted, in passing, that the purchasing 
prices quoted by the Reconstruction Finance Corporation did 
not apply to domestic gold other than that newly mined. Any 
other gold had to be turned in, and at a price of $20.67, the 
mint redemption price. 

Subsequent to the initial steps taken in the Government’s 
new gold policy under which the Reconstruction Finance Cor¬ 
poration purchased gold, nothing of significance occurred until 
December 28, 1933. On that date the executive order of Au¬ 
gust 28 was supplemented by an order of the Secretary of the 
Treasury requiring all gold coin, gold bullion, and gold cer¬ 
tificates to be delivered for the account of the Treasurer of the 
United States. The Secretary’s order required “every person 
subject to the jurisdiction of the United States, to deliver to 
the Treasurer of the United States all gold coin, gold bullion, 
and gold certificates situated in the United States,” with certain 
stated exceptions: gold held under license; rare and unusual 
coins (excluding quarter eagles, or $2.50 pieces); gold held by 
the Federal Reserve Banks or the Reconstruction Finance Cor¬ 
poration; unmelted scrap gold, or gold sweepings up to $100, 
belonging to any one person; and fabricated gold. 

An order of the Secretary of the Treasury was issued on 
January 15, 1934, in which he extended the time during which 
gold coin, bullion, and certificates could be turned over to the 
Government without penalty. This was but one more step in 
the long line of threats, pleadings, and cajolings invoked by 
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the Administration (luring 1933 to persuade holders of any 
form of gold to turn it in at the Treasury. 

On January 15, 1934, too, the Federal Reserve Bank of New 
York, acting as fiscal agent for the Treasury, began purchasing 
newly mined domestic gold for the mints and assay offices. This 
gold was paid for by a special issue of Treasury obligations 
dated January 16, 1934, and maturing on April 16, 1934; they 
bore an interest rate of %ths of one percent. On January 16 
the price of gold was set at $34.45. (See Chart II.) It remained 
there until the end of the month, when President Roosevelt, 
under authority of the Gold Reserve Act of 1934, revalued the 
gold stock of the country at $35.00 per fine ounce. 

THE president’s (;old message 
Also on January 15, 1934, the President sent his special 
monetary message to Congress, asking for powers to revalue the 
gold dollar, nationalize gold, establish an exchange stabilization 
fund, and revert to a modified gold standard. In brief outline 
the message stated: 

a. In conformity with the purpose of stabilizing the purchas¬ 
ing power of the dollar the President asks for “certain addi¬ 
tional legislation to improve our financial and monetary 
system.” 

b. “The free circulation of gold coins is unnecessary, leads to 
Jioarding, and tends to a possible weakening of national 
financial structures in times of emergency.” Hence, transfer 
of gold within a country is “not only unnecessary but is in 
every way undesirable,” and is “essential only for the pay¬ 
ment of international trade balances.” 

c. Title and possession of all monetary gold within the United 
States should be vested in the Government, to hold in bul¬ 
lion rather than coin. 

d. Although the President, under existing law, can order these 
actions, their importance make specific congressional sanc¬ 
tion desirable. 

e. While the present lower limit to revaluation is 50 percent, 
there should be set an upper limit at 60 percent of the 
present weight. 
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f. The Secretary of the Treasury should be given power to 
deal in gold and foreign exchange, at home and abroad. 
Of the devaluation profits, $2,000,000,000 should be set up 
as a special fund for these purposes. 

g. No recommendation is to be made “looking to further ex¬ 
tension of the monetary use of silver,” until more is known 
of the effects on silver accruing from the London Confer¬ 
ence Agreement and subsequent measures. 

The message ended with the enunciation of “two princi¬ 
ples.” The first stressed a sound and adequate currency, with a 
fairly constant standard of purchasing power. The second prin¬ 
ciple was “the inherent right of government to issue currency 
and to be the sole custodian and owner of the base or reserve 
of precious metals underlying that currency.” 

THE GOLD RESERVE ACT OF 1 934 

The Congress complied with the President’s requests and on 
January 30, 1934, presented to him for approval what became, 
upon his signing it, the Gold Reserve Act of 1934.^ 

* Following is a brief summary of the Act: 

Purposes 

(1) To protect the currency system of the United States 

(2) To provide for the better use of the monetary gold stock 

(3) lb withdraw gold from circulation 

(4) I'o stabilize monetary values 
Measures to be taken to achieve the purposes 

(1) Title to all gold coin and bullion shall be vested in the United 
States and in payment therefor ecjuivalent credits are established in 
tlic Treasury, balances in such accounts to be payable in gold cer¬ 
tificates 

(2) The Secretary of the Treasury, with Presidential approval, shall 
prescribe conditions under which gold may be acquired, held, 
treated, imported, exported, or earmarked for industrial or artistic 
uses, for the settling of international balances, or for other purposes 
not inconsistent with the staled objects of the act 

(3) Gold coinage is discontinued except that for foreign countries; all 
gold coin is to be withdrawn and melted into ingots and redemp¬ 
tion in gold is prohibited except in connection with Federal Reserve 
transactions deemed necessary by the Secretary of the Treasury to 
maintain equal purchasing power; and such redemption is to be in 
gold bullion 

(4) A 12,000,000,000 stabilization fund is to be set up under the control 
of the Secretary of the Treasury, subject to review by the President 
only 



MANIPULATION OF THE GOLD DOLLAR 


27 


As a first step in the execution of the Act, title to all gold 
coin and bullion in the Federal Reserve System was transferred 
to the United States Government, in exchange for equivalent 
dollar credits in the United States Treasury. This transfer 
vested in the United States all right, title, and interest and 
every claim of the Federal Reserve Board, the Federal Reserve 
Banks, and the Federal Reserve Agents to all gold coin and 
bullion. In payment, at $20.67 per ounce, the Treasury estab¬ 
lished credits on its books in equivalent amounts in dollars. 
These credits were payable in gold certificates. Gold held by 
the Federal Reserve Board, the Federal Reserve Banks, and 
the Federal Reserve Agents was required to be held in custody 
for the United States and delivered upon order of the Secretary 
of the Treasury. 

All gold coins of the United States were to be withdrawn 
from circulation. These coins and any other gold owned by 
the United States Government were to be formed into bars. 
No gold was to be minted thereafter. 

The redemption of currency in gold was prohibited, except 
as allowed by regulations of the Secretary of the Treasury with 
the approval of the President, and then only in gold bullion. 
Gold certificates owned by the Federal Reserve Banks were to 
be redeemable at such amounts as in the judgment of the Sec¬ 
retary of the Treasury were necessary “to maintain the equal 
purchasing power of every kind of currency of the United 
States.” Such redemptions too were to be made only in gold 
bullion. 

The Act also provided that the reserve for the United States 
notes and for the Treasury notes of 1890 was to be maintained 
in gold bullion equal to the dollar amounts required by law. 

The Secretary of the Treasury was given the authority to 
buy or sell gold as an operation in the General Fund of the 
Treasury, at such rates and upon such terms and conditions as 

(5) The weight of the gold dollar may be fixed at not more than 60 
percent and not less than 50 percent of its present (January 30, 
1934) weight 

(6) The President is authorized to issue silver certificates and to reduce 
the weight of silver coin in the same proportion as he may reduce 
the gold dollar. 
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he deemed most advantageous to the public: interest. But gold 
Iield as currency reserve or security could be sold only to the 
extent necessary to maintain the currency at a parity with the 
gold dollar. The Secretary of the Treasury was also authorized 
to deal in gold and foreign exchange and such other instru¬ 
ments of credit and securities as he deemed necessary for sta¬ 
bilizing the exchange value of the dollar. A stabilization fund 
of $2,000,000,000 was to be established for this purpose out of 
the increment resulting from the reduction in the weight of 
the gold dollar. 

Another main provision of the Gold Reserve Act amended 
Title III of the Act of May 12, 1933, stating that in the re¬ 
weighting of the gold dollar the new weight should not be 
fixed at more than 60 percent of the weight then existing.® 
Thus, this re-wording set the upper and lower limits at which 
the weight of the new dollar could be fixed at 50 and 60 percent 
of the then existing weight of the dollar. That is, it permitted 
the price of gold to be changed from $20.67 per ounce, nine- 
tenths fine, to any price between $41.34 and $34.45 per ounce. 

THE DEVALUATION PROCLAMATION 

On January 31, 1934, President Roosevelt issued a proclama¬ 
tion revaluing the gold dollar by reducing the amount of gold 
in the dollar to 59.06 percent of its former content. That is, 
he lowered the gold content of the dollar from 25.8 grains of 
gold nine-tenths fine to 15 5/21 ounces nine-tenths fine, or in 
other words, he raised the value of gold from $20.67 per fine 
ounce, to $35.00 per fine ounce. (See heavy lines in Chart II. 
indicating mint gold price.) However, he also reserved ‘‘the 
right to alter or modify this proclamation as the interest of the 
United States may seem to require.” The proclamation was 
issued at 3:10 p. m. on January 31. The Daily Treasury State¬ 
ment of that date stated that the books had been closed as of 
3:00 o’clock p. M., so that the amount of “profit” from this de- 

®“The authority contained in title III of the act of May 12. 1933, permitting 
the President under certain conditions to fix the weight of the gold dollar at 
not less than 50 percent of its then legal weight, was made more specific by 
adding the provision that the weight of the gold dollar shall not be fixed at 
more than 60 percent of its then legal weight.” Secretary of the Treasury, 
Annual Report, 1934, p. 28. 



MANIPULATION OF THE GOLD DOLLAR 


29 


weighting was not shown in the Treasury Statement until the 
next day, February 1, 1934. The main reason for delaying 
the proclamation was undoubtedly to wait until that time of 
the day when the financial markets were closed, both here and 
abroad, and thus avoid any upsetting of their situations. This 
would also give them opportunity to become adjusted before 
opening the next day. The gold market, however, would still 
be open at that time. 

The mints were authorized to purchase (a) gold recovered 
from natural deposits in the United States or any place subject 
to the jurisdiction thereof, which had not entered into mone¬ 
tary or industrial use, (b) unmelted scrap gold, and (c) gold 
imported into the United States after January 30, 1934. Pur¬ 
chases and sales were to be made at the rate of $35 per fine 
troy ounce, not including a handling charge of percent and 
the usual mint charges. This price, however, could be changed 
by the Secretary of the Treasury without notice other than by 
notice of such change mailed or telegraphed to the mints. 

The United States Treasury Daily Statement of February 
1st, under the caption “Receipts—Miscellaneous,*’ showed an 
item titled “Increment resulting from reduction in the weight 
of the gold dollar, $2,805,512,060.87.“ On February 28, 1934, 
this item was removed from the “General and Special Funds*’ 
account of the Daily Treasury Statement, to the “Trust, and 
Contributed Funds and Increment on Gold” account. From 
February 1, 1934, to the end of 1937, only $10,000,000 addi¬ 
tional “profit” was reported on this score. 

Total “profit” by the end of 1937 thus amounted to $2,816,- 
000,000. It was disposed of as follows: $2,000,000,000 to the 
exchange stabilization fund; $645,000,000 towards the redemp¬ 
tion of national bank notes; $27,000,000 to the Federal Reserve 
Banks for making industrial loans; $2,000,000 charged off to 
melting losses; and, $141,000,000 still remaining in the general 
fund cash balance. 

FURTHER GOLD RESTRICTIONS 

On the day that President Roosevelt de-weighted the gold 
dollar, the Secretary of the Treasury issued regulations, under 
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the Gold Reserve Act, which made even tighter the restrictions 
on the acquisition, transportation, melting or treatment, ear¬ 
marking, and import or export of gold. Federal Reserve Banks 
were authorized to acquire gold bullion from the United Slates 
by redemption of gold certificates in such amounts as, “in the 
judgment of the Secretary of the Treasury,” were necessary to 
settle international balances or to maintain the equal purchas¬ 
ing power of every kind of currency of the United States. 

The Secretary of the Treasury also stated that whenever ex¬ 
change rates with gold standard currencies should reach the 
gold export point he would sell gold for export to foreign cen¬ 
tral banks at the rate of $35 per fine troy ounce plus a handling 
cliarge of percent. The exports were to be made only to 
foreign central banks buying and selling gold at fixed prices. 
Most of the purchases of imported gold, as well as sales of gold 
for export were to be made through the Federal Reserve Bank 
of New York as fiscal agent of the United States. 

THE EXCHANGE STABILIZATION FUND 

A section of the Gold Reserve Act provided that, of the gold 
dollar devaluation “profit,” $2,000,000,000 was to be set up as 
a stabilization fund. This fund was to be under the exclusive 
control of the Secretary of the Treasury, subject only to the 
approval of the President. It was to be available for expenditure 
for the purpose of stabilizing the exchange value of the dollar. 
Also, any portion of the fund not currently required for sta¬ 
bilizing the exchange value of the dollar was available for in¬ 
vesting in direct obligations of the United States. 

The $2,000,000,000 was not so earmarked until the United 
States Treasury Daily Statement of April 27, 1934, when there 
appeared for the first time the item “Chargeable against in¬ 
crement on gold: Exchange stabilization fund, $2,000,000,- 
000.00.” However, of the $2,000,000,000 set aside, only $200,- 
000,000 was put into a working fund, while $1,800,000,000 
remained, and still remains (March, 1938), in the gold asset 
and liability statement as gold credited to the exchange sta¬ 
bilization fund. 1 he $200,000,000 had been deposited, pre¬ 
sumably, in a special account wuth tlie Federal Reserve Banks. 
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The workings of the fund were to be shrouded in complete 
secrecy, and on the whole such secrecy has been maintained. 
Only twice was there any break in the wall of silence. A French 
finance minister publicly thanked Secretary Morgenthau for 
aiding the French franc through the stabilization fund, and 
Secretary Morgenthau’s embarrassment was undeniable. In the 
autumn of 1936, Secretary Morgenthau himself gave out some 
information on the operations of the fund. This occurred the 
day after the tripartite agreement, in which had appeared the 
statement that the United States '‘trusts that no country will 
attempt to obtain an unreasonable competitive exchange ad¬ 
vantage and thereby hamper the effort to restore more stable 
economic relations.” On September 26, Secretary Morgenthau 
purchased £1,000,000 offered by Russia, in order to halt what 
Treasury officials thought at first was an attempt by Russia to 
drive down sterling, and also to serve notice that the United 
States would go the limit to protect the monetary and exchange 
equilibrium sought by the agreement. Later in the day the 
officials changed their minds as to the motive of Russia, and 
on following days were roundly denounced by the press for 
magnifying a small, routine deal. 

It might be mentioned in passing that, following upon the 
passage of the Gold Reserve Act, the monetary inflationists 
shifted their strategy to silver, and for the next year or two 
silver held the center of the monetary and inflation stage. Dis¬ 
cussion of this phase of the monetary policies of the United 
States appears in Chapter III, below. 

THE SUPREME COURT DECISIONS UPHOLDING THE 
COLD-CLAUSE ABROGATION 

Little other Administration action of significance occurred 
as regards gold in the two and one-half years following the 
passage of the Gold Reserve Act, except for the gold-clause de¬ 
cisions of the Supreme Court on February 18, 1935. These 
decisions upheld almost completely the gold-clause abrogation 
law of June 5, 1933. These were, of course, not directly activi¬ 
ties of the Administration, but rather were judicial confirma¬ 
tion of some of those activities. 
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The passage of a law on August 27, 1935, providing for the 
exchange of gold-clause obligations, was but supplementary to 
previous actions taken with respect to gold, and was consequent 
upon the Supreme Court decisions. This law entitled the law¬ 
ful holders of coins or currencies of the United States to ex¬ 
change them, dollar for dollar, for other coins or currencies 
which could be lawfully acquired. 

Also, for a limited period, this law entitled the owners of the 
gold-clause securities of the United States, including those not 
yet due, to receive immediate payment of the stated dollar 
amount thereof with interest to the date of payment or to prior 
maturity or to prior redemption date, whichever was earlier. 
The period within which the owners of gold-clause securities 
were entitled to receive payment prior to maturity was to ex¬ 
pire January 1, 1936, or on such later date, not after July 1, 
1936, as might be fixed by the Secretary of the Treasury. Pur¬ 
suant to the authority of this law, regulations, approved by the 
President on September 14, 1935, were issued governing the 
immediate payment of outstanding gold-clause securities and 
the exchange of coins and currencies of the United States. 

The Act stated, too, that after January 1, 1936, the consent 
of the United States to be sued “upon any gold-clause securities 
or for interest thereon, or upon any coin or currency, or upon 
any claim arising out of requisition of such coin or currency, 
or of any gold or silver, and involving the effect or validity of 
any change in the metallic content of the dollar, or other regu¬ 
lation of the value of money,” was withdrawn. Furthermore, 
no authorized appropriation would be available for payment 
except on an equal dollar-for-dollar basis. 

THE GOLD DELUGE 

The price of $35.00 per ounce set for gold by President 
Roosevelt on January 31, 1934, proved a magnet for a large 
part of the world’s gold.« The steady stream of gold imports 

« ‘‘The new rate lor the dollar pjreatly undervalued this currency. I his had 
the eficct not only of encouraging a heavy inllow of capital to participate in 
tlie expected rise of values in this market, hut also of intensifying the economic 
diffietdties of the gold bloc countries and so contriljuting to a flight of capital 
from them. The result was a heavy demand for dollais in excess of the supply, 
with consequent depression of exchange rates to levels promoting gold imports'” 
National City Bank, Monthly Letter. November 1935. j). iGH 
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into the United States during the succeeding four years 
amounted, in all, to well over $5,000,000,000. (See Charts 1 
and III.) This attraction of the monetary reserves of other na¬ 
tions cannot be ascribed entirely to the high price set for the 
metal in the United States, but was due in part also to the es¬ 
tablishment of a fixed value for gold, at least for the time being. 
In addition, the recurring war scares and the political up¬ 
heavals on the continent were also instrumental in sending 
frightened gold to the United States. Other factors responsible 

Chart HI 

MoNn'ARY Gold Stock of the United States 
(At End of Each Month) 
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for the inflow of gold to the United States include the increased 
sale of merchandise abroad, and the inflow of capital into the 
United States. Part of this capital inflow reflected a return of 
American funds which had been transferred abroad in 1933. 
The rest of it was foreign-owned capital sent here either to 
build up dollar balances or to purchase American securities. 

Some have uttered fears that this pouring of gold into the 
United States may ultimately make this nation a dumping- 
ground for a commodity which will eventually lose its mone- 
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tary value. It is claimed that the scarcity, or rather complete 
absence, of gold in the monetary and central bank reserves of 
a number of nations cannot help but force them to leave gold 
definitely and permanently. It would be hard to believe that 
such a situation could ever come to pass. No nation, even of 
those most rabidly management-minded as regards their cur¬ 
rencies, has ever lost its desire to obtain and hold gold in its 
monetary reserves. All the hindrances to international trade, 
all the defense measures set up, such as tariff increases to offset 
currency depreciation of other nations, the imposition of quotas 
and embargoes, anti-dumping laws, sumptuary regulations, ex¬ 
treme sanitary regulations, exchange restrictions, blocked cur¬ 
rencies, bilateral trade treaties, clearing agreements, and the 
like, all are strongly indicative of the very active presence of 
that desire. 

THE TRIPARTITE AGREEMENT, SEPTEMBER, 1936 

The revaluation of the gold dollar on January 31, 1934, and 
the regulations of the Secretary of the Treasury permitting the 
sale as well as purchase of gold under certain conditions, sta¬ 
bilized the United States dollar and returned us to a de facto 
gold standard of a limited sort. This situation obtained until 
the autumn of 1936, when the French Government was ex¬ 
periencing fiscal and monetary difficulties. Partly as a face¬ 
saving device for that Government and partly because it was 
driven by necessity, when Premier Blum attempted to “reflate” 
the French economy after Premier LavaFs apparently disastrous 
and violent attempt at “deflating” it, the French Government 
held conversations Tvith Great Britain and the United States. 
On September 25, 1936, the United States Secretary of the 
Treasury, by authority of the President, issued a statement sim¬ 
ilar to statements issued on the same day by the Governments 
of Great Britain and France. 

The points in the statement are outlined as follows: 

(1) The United States, Great Britain and France look to 
measures to promote world prosperity, improve the stand¬ 
ard of living, and safeguard peace. 

(2) The United States, like the others, in its policy toward in- 
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ternational monetary relations, must ‘'take into full ac¬ 
count the requirements of internal prosperity/’ 

(3) The French government admits the “need” to propose to 
its Parliament “the readjustment of its currency.” The 
United States and Great Britain welcome this decision. All 
three nations will try to avoid any disturbance that might 
result. 

(4) Success depends upon the development of international 
trade. The United States hopes for the relaxing and the 
ultimate abolition of quotas and exchange control. 

(5) An invitation is made to other nations to join, and the 
hope is expressed that none tries to obtain an “unreason¬ 
able competitive exchange advantage” and thus hinder fu¬ 
ture “stable economic relations, which it is the aim of the 
three governments to promote.” 

This “gentlemen’s agreement” was practically nothing but 
words. It merely served as a stop-gap to the adverse criticism 
which would undoubtedly have been leveled at Premier Blum 
had he attempted to devalue the French franc without first 
persuading his people that it was part of a process of “readjust¬ 
ment” engaged in simultaneously by the “three great democ¬ 
racies,” in their effort to stabilize the world’s currency and 
political situations. 

The gentlemen’s tripartite agreement did not restore the 
gold standard in the three countries. Indeed, it did not restore 
or set up any standard. It did not say that gold is the founda¬ 
tion upon which the currencies are to be based. In fact it left 
the situation so wide open that paper money, silver, commodi¬ 
ties, and indeed almost anything might be used as the basis 
upon which stability was to be effected. 

Furthermore, the agreement was set up on a 24>hour foot¬ 
ing, and each nation, in its policy towards international mone¬ 
tary relations, was not to relinquish anything which would 
threaten its internal prosperity. 

It is difficult to see how three stabilization funds, based upon 
three radically different internal monetary systems, could effect 
the stabilization of the international monetary systems of these 
nations. The United States exchange stabilization fund, which 
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was created out of the “profits’* resulting from the reduction in 
the weight of the gold dollar, was alleged to have as its primary 
function the stabilization of the American dollar at home and 
abroad, at $35.00 per fine ounce. The British exchange equali¬ 
zation account, set up and financed by Treasury bills, was to 
stabilize the pound sterling, or rather to keep the pound ster¬ 
ling from fluctuating too much. But what was to constitute too 
much and what point of reference was to be used, were not 
described. The French stabilization fund, like the American, 
also was set up from devaluation “profits.” It was supposed to 
keep the franc from fluctuating outside the range of 66 to 75 
percent of the gold value set by the monetary law of June 
25, 1928. 

Thus, there were a presumably fixed American currency, a 
wholly free British currency, and an intermediate French one 
neither fixed nor yet movable in any large degree. By the de¬ 
vice of three equalization or stabilization funds, these three 
diverse and widely unlike currency situations were to be sta¬ 
bilized, not only in themselves but also relative to one another. 
The collapse of the French franc in June, 1937, attested to the 
frailness of this arrangement, despite the meaningless lip serv¬ 
ice paid to the tripartite agreement by the French politicians. 

THE SECOND SUSPENSION OF THE GOLD STANDARD 

On October 12, 1936, the United States, after being on a 
limited de facto gold standard for almost three years, left that 
standard. This was effected by the comparatively simple pro¬ 
cedure outlined in the Treasury press release of that date. That 
release stated that the United States would sell gold for imme¬ 
diate export to, or earmark for the account of, the exchange 
equalization or stabilization funds of those countries which 
would do likewise for the United States. Such sale would be 
effected only if terms, conditions and rates were satisfactory to 
the Secretary as being “most advantageous to the public in¬ 
terest.” All sales were to be through the Federal Reserve Bank 
of New York, at the rate of $35.00 per fine ounce, with a one- 
quarter of one percent handling charge. Daily announcements 
were promised of the nations complying with the provisions, 
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and therefoie eligible to participate in this buying and selling 
game. On October 12, 1936, Great Britain and France were 
listed as complying. 

Thus the tripartite agreement succeeded in taking the 
United States off its limited gold standard and made this coun¬ 
try a cooperating party in the English and French currency 
manipulations. 

A month or so later the Secretary of the Treasury supple¬ 
mented his October 12 announcement. He stated on November 
23, 1936, that the United States would sell gold for immediate 
export to, or earmark for account of, not only exchange equali¬ 
zation or stabilization funds, but also “the treasuries, or any 
fiscal agencies acting for or whose acts in this connection are 
guaranteed by the treasuries.’* This announcement too applied 
only to countries which would reciprocate, and only if terms 
and conditions were satisfactory to the Secretary as being “most 
advantageous to the public interest.” Belgium, the Netherlands, 
and Switzerland^ were added to the list of those nations “com¬ 
plying,” and eligible to buy gold from the United States. 

On that day the Secretary announced further that his state¬ 
ment of January 31, 1934, relating to the sale of gold for export, 
was “accordingly withdrawn.” This meant presumably that 
gold could not be exported to settle international balances, but 
could be sold only to the complying nations. 

Incidentally, it should be noted that the international cur¬ 
rency game indulged in by the presumably democratic countries 
was being played behind walls of strict secrecy. The rules of 
this game, as well as the moves, were known to a few insiders 
only. It does not seem conformable to democratic principles 
that a nation’s most vital matters be kept from the populace 
making up that nation. 

GOLD “sterilization” 

A problem raised by the enormous influx of gold into the 
United States was the fact that it increased the volume of excess 
reserves, thus creating inflationary possibilities too great to view 

^Tlie difficulties of Fiance in September and October, 1936, were reflected in 
Switzerland and Holland, and when they too left gold, the “gold bloc" as an 
entity ceasetl to exist. 
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serenely. Consequently, after our monetary gold stock had risen 
in three years by more than $4,000,000,000, the Treasury de¬ 
cided to halt the inflationary potentialities of any further gold 
increase in the monetary stock by “offsetting” or “sterilizing” 
it. Beginning on December 24, 1936, gold purchases by the 
Treasury were placed in an “inactive” account, and instead of 
issuing gold certificates in payment, which could serve as the 
base for note and credit expansion, the Treasury, in effect, paid 
out its own obligations.^ By the end of 1937, the Treasury had 
placed more than $1,000,000,000 in its “inactive” fund (see 
Chart III) , and was paying interest on that amount of debt to 
keep the gold sterile. The costliness of such a program, as well 
as its apparent futility in stemming inflationary potentialities, 
rapidly became apparent. But the ready remedy—reducing the 
price of gold—was politically too dangerous to use, even though 
it was economically desirable, and even though the Secretary 
of the Treasury could vary the purchase price of foreign gold 
without changing its domestic monetary value.^ The inflation¬ 
ary bloc in Congressional and Administration circles—still po¬ 
tent, as evidenced by recurrent bills to depreciate the currency 
even more—prevented the taking of any such economically 
sound step. 

The “sterilization” procedure was looked upon generally 
with favor as preventing any further increase in excess reserves, 
and thus as heading off an incipient credit inflation. This was 
especially important in view of the prospect of continued gold 
inflow, not only because of the high price obtainable in the 
United States, which is the only nation willing to take at a 
fixed price all the gold offered, but also because of the inter¬ 
national economic and political outlook, which was still dis- 

* “The Secretary of the Treasury, after conferring with the Board of Governors 
of the Federal Reserve System, announces that he proposes, whenever it is 
deemed advisable and in the public interest to do so, to take appropriate action 
with lespect to net additional aetjuisitions or releases of gold by the Treasury 
De[)artrnent. 

“This will be accomplished by the sale of additional public debt obligations, 
the proceeds of which will be used for the purchase of gold, and by the purchase 
or redemption of outstanding obligations in the case of movements in the re¬ 
verse direction." United States Treasury Press Release No. 9-20, December 21, 

® As set by the Presidential Proclamation of January 31, 1934. 
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turbed. The step was also regarded as a safeguard to our credit 
system if and when the gold should later be drained back 
abroad. The Treasury was commended for its policy of keeping 
the nation informed on the size of the “inactive” gold account, 
instead of holding that information secret too.^^ 

Apart from the objection to the cost of the program, only 
one other real fault was found. That was that the operation 
was simply one more step in the direction of Government- 
controlled credit. 

It might be mentioned in passing that this so-called gold 
“sterilization” procedure could have been applied equally well 
to any other form of money. For example, the Treasury might 
have issued say $2,000,000,000 in securities and demanded only 
Federal Reserve notes in payment, which it could then bury in 
a special “inactive” fund. In this way too, then, as in the case 
of gold “sterilization,” the Treasury would be issuing securities 
to sop up from the money market funds that might otherwise 
serve to bolster a credit inflation. 

The “sterilization” operations were precisely analogous in 
effects to the recent increases in the required reserves of mem¬ 
ber banks.That is, in the Treasury “sterilization” operations 
the Treasury salts away, as it were, whatever new gold becomes 
available, thus preventing the increase in the credit base which 
this gold could effect. By increasing required reserve ratios, the 
Board of Governors of the Federal Reserve System, in effect, 
orders the member banks to salt away some of their funds and 
thus refrain from using them as a basis for credit expansion. 

In July, 1937, the United States Treasury entered into two 
agreements by which it would be enabled to get rid of some of 
its gold surplus. On July 9, announcement was made of ar¬ 
rangements again to sell gold to China in order to enable her 
to augment her gold reserve, and in exchange we were to re- 

On February 14, 1938, the Secretary of the Treasury announced a modifica¬ 
tion in the "sterilization'' program. Gold acquired after January 1, 1938, was to 
be sterilized only to the extent that it exceeded 5*>oo,ooo,ooo in any one quarter. 
7 ’hus, gold accjuisitions up to that amount would be permitted to swell the 
credit base and increase the volume of member bank reserves. 

III three successive steps, efiective August 15, 1936, March 1, 1937, and May 1, 
1937, the ie(|uiretl reseiNe ratios of member banks were made double those 
forrneily presdibed iu the Federal Reserve Act. 
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ceive silver. On July 16, an agreement was announced by which 
the United States was to sell up to $60,000,000 worth of gold to 
Brazil. One of the purposes was stated to be ''to promote the 
development of conditions favorable to the maintenance of 
monetary equilibrium between the two countries.*' 

SUMMARY 

In brief summary, the gold policy of the United States con¬ 
sisted of a series of measures which "nationalized** gold, raised 
its price, fostered an increase in its production, and reburied 
it. The losses of gold to foreign countries in late 1931 and most 
of 1932 induced an acute monetary and credit stringency in the 
United States. By March, 1933, as the Roosevelt Administration 
took office, the financial machinery of the nation was tottering 
and panic-stricken. The strong measures undertaken by the 
incoming Administration bolstered up the system for a time. 
In the process, though, the Administration succeeded in seizing 
complete control of the gold and monetary machinery. 

Domestically owned gold was called in, coins were melted 
into bullion, and all gold, imported and newly mined, was 
purchased by the Government. The large increase in the mone¬ 
tary gold stock, and the threat of impending inflation, gave rise 
to fears as to the stability of the credit machinery should a 
boom develop. Consequently, the Treasury, by gold "steriliza¬ 
tion,** attempted to offset, in some part, the inflationary effects 
of the increase in the gold stock. 

The Board of Governors of the Federal Reserve System con¬ 
tributed their share in effecting monetary control by doubling 
the reserve ratios of its member banks. Also, the insistent de¬ 
mand by the Federal Deposit Insurance Corporation that banks 
increase their capital before enlarging their loan portfolios, 
was also a step in the direction of halting the feared inflation. 

However, the recession in the autumn of 1937 induced the 
monetary authorities to call a halt in their "deflationary** steps. 
Consequently, in September the Treasury "desterilized** $300,- 
000,000 of its gold. Also, in November, the Federal Reserve 
Banks resorted to the purchase of Governments in the open 
market. 
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At ihc end of 1937 the gold policy of the Administration was 
still in a state of flux. Persistent rumors as to further devalua¬ 
tion, and apparently substantial Congressional support for it, 
give rise to more fears. We are still left with the question: How 
much further is the Administration going in its groping about 
for an economically sound gold policy? 
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“DOING SOMETHING^’ FOR SILVER 

The silver interests should be very grateful to the “‘New Deal” 
Administration, ^vhich early showed its zeal toward “doing 
something for silver.” An Administration which succeeds in 
raising the price of silver from about $0.25 per fine ounce to 
around $0.80, in the short space of two years, gives the silver 
miners and speculators much for which to be thankful. Also, 
the increased general interest in a commodity in which such 
interest had been dull or entirely lacking^ could not prove dis¬ 
pleasing to the silver people. Of course, the slight drop in the 
following two years in the market price of silver to $0.45 per 
fine ounce did set them back a little. But even that was a figure 
almost twice the depression low for silver prices reached in 
December, 1932. Furthermore, newly mined domestic silver 
obtained, until recently, almost $0.78 per fine ounce from the 
Government. Its price was reduced, on January 1, 1938, to 
$0.6464. 

It is true that the Administration, in its eagerness to satisfy 
the silver interests, may have been a little over-zealous in its 
endeavors. It did force China off the silver standard, and did 
cause difficulty to other silver-using nations. Also, the vigor 
with which it carried out its mandate may have put an end to 
one of silver’s most important markets for the future. Still the 
Government did give the industry immediately higher prices, 
and with that main objective fulfilled, any drawbacks likely to 
occur in the future can be dismissed as but slight offsets and 
need not be worried about until they do take place. 

^“The year 1932 appeared destined to be recorded as an uneventful one from 
the standpoint of silver, because a featureless market had prevailed for nearly 
eleven months and no change from existing conditions was expected. But this 
view proved mistaken, and silver history was written when the New York market 
sank to new record lows during the last week of November and again in 
December. ® 

“On December 29th a record low price of 241^^ for the white metal was 
quoted, and 1932 closed with the market only ^5! higher. Large stocks of silver 
tvere on hand in the various trading centers of the world at the end of the year." 
Handy and Harman, Annual Review, 1932, pp. 1, 5, 6, 



“DOING SOMETHING” FOR SILVER 


43 


“THOMAS’’ INFLATION AMENDMENT AND SILVER 

The Government first definitely showed its interest in silver 
when, in the “Thomas” Amendment to the Act of May 12, 
1933, there appeared a provision which permitted silver to be 
fixed in any ratio to gold, whenever the President found such 
action necessary to stabilize domestic prices or to protect the 
foreign commerce of the United States against the adverse ef¬ 
fects of depreciated foreign currencies. This gave the President 
carte blanche to proceed to put the United States on a free sil¬ 
ver basis. Another section of the “Thomas” Amendment made 
silver, along with all other currencies, legal tender. 

Still a third section also related to silver. That section per¬ 
mitted silver to be received, within the six months following 
the passage of the Act, in payment of the debts of foreign Gov¬ 
ernments owed to the United States Government and at the 
rate of I0.50 per fine ounce, a value almost twice the going 
market price at the time. The President was authorized to ac¬ 
cept silver in payment of the whole or any part of the principal 
or interest due within those six months. The maximum amount 
which could be received under this provision was limited to 
$200,000,000, or 400,000,000 ounces. The amount actually re¬ 
ceived however, was but 22,734,824.35 ounces, which at $0.50 
per fine ounce, was worth $11,367,412.18. 

The following table, prepared by the United States Treas¬ 
ury, shows the nations which took advantage of the provision, 
and the extent to which they did so. (See also Chart V.) 


SILVER PAYMENIS RECEIVED FROM FOREIGN GOVERNMENTS ON 
ACCOUNT OF AMOUNTS DUE JUNE 15, 1933 


Country 
Czechoslovakia 
Finland 
Great Britain 
Italy 

Lithuania 

Rumania 


Fine Ounces 
359.010.49 
296,631.88 
20,001,036.84 
2,000,041.52 
19,980.70 
58,122.92 


Value at 50 
Cents an Ounce 
?' 79 . 505-25 
•48,315-94 

10,000,518.42 
1 ,000,020.76 
9 i 990-35 
29,061.46 


22.734,8*4.35 511.367412.18 

Seemingly, foreign governments did not think it worth while 
to take the opportunity offered to discharge a portion of their 
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debt to the United States. There was probably no reason why 
they should, when they knew that the debts, so far as they were 
concerned, were practically a dead issue anyway. 

Such debt receipts proved of little benefit to domestic pro¬ 
ducers. In fact, the reaction on the New York silver market 
was unfavorable, and a price decline took place. However, some 
other factors contributed to the decline, especially the resolu¬ 
tion presented by Senator Pittman to the Monetary Commis¬ 
sion of the London Economic Conference. Although that 
resolution was aimed to benefit silver in a direct manner, as is 
explained below, it also set international currency stabilization, 
and on a gold basis, as the primary aim of the Conference. 

REMONETIZATION OF SILVER 

The next step directly affecting silver was taken in connec¬ 
tion with the Resolution of June 5, 1933, which abrogated the 
gold clause from all contracts,^ and made all forms of United 
States coins and currency legal tender for all debts, public and 
private, past and future. Included, of course, were silver coins 
and silver certificates. The repetition of the provisions from the 
“Thomas’* Amendment making all coins and currencies legal 
tender was probably necessary to soothe the doubts and mis¬ 
givings in the minds of some of the legislators and administra¬ 
tors after the passage of the “Thomas” Amendment. 

LONDON ECONOMIC CONFERENCE 

The opening of the World Economic Conference at London 
on June 12, 1933, gave the Administration another opportunity 
to show its concern over silver. Mainly upon the insistence of 
the United States delegate. Senator Key Pittman, the leading 
silver-producing and silver-using nations of the world were per¬ 
suaded to enter into an agreement under which they promised 
to take and keep excess silver off the world’s markets, limit its 
unrestricted sale, and increase its monetary use. The purpose, 
of course, was to enhance the price of silver. Senator Pittman 
had already cultivated the ground and merely harvested, at the 
Conference, the maturing fruits of his toil. For, as far back 

®See supra, p. 19. 
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as February, he had announced the President’s approval of his 
objective of raising the price of silver through the Conference. 
Then in May, he said that all the countries to the Conference 
had agieed “in principle” on plans to rehabilitate silver. At 
the same time, the President of the United States and the 
Finance Ministers of China and Mexico issued joint statements 
from Washington indicating that they were favorably disposed 
toward such rehabilitation. 

The anomaly of Senator Pittman’s position at the Confer¬ 
ence, at which he advocated the gold standard and international 
currency stabilization while working hard for silver, is made 
evident by the following quotation: 

After the first two points of Mr. Pittman’s resolution covering 
the re-establishment of the gold standard and international cur¬ 
rency stabilization had been unanimously adopted on June 20th by 
the Monetary Commission, with an amendment permitting each 
country to decide when and at what parity its currency should be 
stabilized, the balance of this resolution was referred to sub-com¬ 
mittees. The Silver Sub-Committee, over which Senator Pittman 
presided, was allotted the task of formulating an agreement by 
which silver should be accredited greater use for national monetary 
reserves and subsidiary coinage, and by which co-operation in the 
matter of sales should be secured between those countries which are 
large producers, and those which are large holders of silver.^ 

The deliberations concerning silver caused wide fluctuations 
in the world markets. In the early stages of the sub-committee’s 
talks, the apparently unfavorable progress induced some selling 
and a consequent decline in the market. Then when it was 
thought that the Conference was on the verge of collapse over 
the question of monetary stabilization, silver fell again. How¬ 
ever, President Roosevelt’s message of July 2 resulted in a de¬ 
cision by the Steering Committee to continue the Conference. 
This gave renewed hope to the “silverites.” 

Reports during the second week of July that a silver agree¬ 
ment had been accepted indicated substantial progress towards 
silver stabilization on the basis of an accord between India to 
limit its sales of metal and the producing countries to absorb 

•Handy and Harman, Afinual Review, 1933, p. 13. 
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a compensating amount in their treasuries. Spain was said to 
be desirous of selling a certain percentage of its Central Bank 
silver reserves, and decisions from Australia and Japan were 
pending; and it was announced that the acceptance in prin¬ 
ciple, by the leading nations concerned, strengthened the hope 
for ultimate agreement. This too caused increased buying. 

INTERNATIONAL SILVER AGREEMENT 

The results which emanated from the sub-committee and 
which were later adopted by the interested nations concerned 
raised a storm of protest. Especially stressed were the ulterior 
and insidious motives which were alleged to be behind the 
Agreement.^ 

Representatives of sixty-six governments were signatories to 
the first of the silver resolutions—that signed on July 20, 1933. 
This resolution provided that the governments would cease the 
debasement and demonetization of silver, substitute silver for 
small-denomination currency, and enact no legislation harmful 
to silver. 

The more significant agreement was signed on July 22, and 
provided, in addition to the promises listed above, that the 
signatories would support the silver market. The agreement 
embodied a four-year silver control plan and was assented to 
by eight nations. The Governments of India, China, and Spain, 
as holders of large stocks of silver and as users of silver, prom¬ 
ised to limit sales of silver, and the Governments of Australia, 
Canada, Mexico, Peru, and the United States, as principal pro¬ 
ducers of silver, agreed to absorb 35,000,000 ounces of silver 
annually. The operations subsequent to the agreement were 
to be maintained over the succeeding four years. 

The annual amounts of silver to be purchased, withdrawn 


*“The terms of this agreement lead inevitably to the conclusion that the 
seven other nations joining the United States in the compact were persuaded to 
sign it because it was without material significance for them and they could 
assent to the urgent request of a powerful nation without any economic conse¬ 
quence to themselves. The whole agreement was engineered for two purposes— 
to give support to the notion that silver is of international importance and to 
gild a scheme for a Congressional subsidy to silver with the color of an interna¬ 
tional compact.” Neil Carothers, Silver in America, p. 19. 
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from or held off the market, or otherwise absorbed were as 
follows: ^ 


1. Australia 

2. Canada 

3. Mexico 

4. Peru 

5. United States 


652,365 6ne ounces 
1,672,802 fine ounces 
7,159,108 fine ounces 
1,095,325 fine ounces 
24,472,410 fine ounces 


Total 35,052,010 fine ounces 

The limitations as to sales by the three large holders were 
as follows: 

1. Indian Government sales limited to a total of 140,000,000 
ounces for the four years commencing January 1, 1934, and 
not more than 50,000,000 ounces to be sold in any one year 

2. Spanish Government sales limited to a total of 20,000,000 
ounces, and the yearly maximum to be 7,000,000 ounces 

3. Chinese Government sales of demonetized coins prohib¬ 
ited during this period 

The agreement was scheduled to remain in force until Janu¬ 
ary 1, 1938. While it was provided that the agreement would 
not be effective unless ratified by all the eight nations con¬ 
cerned on or before April 1, 1934, this provision was of no 
consequence. The reason is that even if any country should 
fail to ratify the compact, it would still be valid for those who 
did sign if they would agree to purchase the entire 35,000,000 
ounces. This cunning maneuver to subsidize the American 
silver producer at the expense of the American Government 
(or taxpayer) is revealed in all its crudeness when it is pointed 
out that Mexico, producing twice as much silver as the United 
States, was listed to take less than one-third as much as this 
country. Indeed, the theoretical share of the United States was 
almost exactly equal to this country’s total output in 1932, 
which amounted to 23,980,773 ounces. 

The fact that the agreement was binding upon Governments 
proved of little moment a year or so later when it was possible 
to export silver to the United States at a handsome profit.® As 
the restrictions applied to Government sales only, they could 


“United States Department of State, Treaty Information, Bulletin No. 47, 
August 31, 1933, pp. 12, 13. 18-21. 

“See infra, p. 57. 
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not prevent silver shipments on private, commercial account. 
Also, the pious hopes uttered by the signers of the agreement 
as to the possibilities of increased trade were due to be blasted 
too. 

RATIFICATION BY THE UNITED STATES 

The President proclaimed ratification of the silver agree¬ 
ment on December 21, 1933, when he ordered the mints to be 
opened to the entire silver production of American miners 
during the four years ending December 31, 1937. 

Chart IV 

Silver Prices: Government Purchase Prices versus 
Open Market Price 

(In Cents per Fine Ounce) 

CENTS CENTS 
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Sources: United States Treasury Department; Surt'ey of Current Business. 

The proclamation was issued under authority of the 
“Thomas” Inflation Amendment to the Act of May 12, 1933. 
By its terms, the mints were directed to accept, during the 
succeeding four years, any silver produced from natural de¬ 
posits in the United States or in any place subject to its juris¬ 
diction. Of the silver so tendered, the Director of the Mint, 
with the voluntary consent of the owner, was to pay the owner 
with standard silver dollars coined from 50 percent of the sil¬ 
ver, or with similar silver dollars already coined. The other 
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half of the tendered silver was a charge imposed by the Gov¬ 
ernment for seigniorage and miscellaneous services undertaken 
in connection with such coinage. Furthermore, the silver re¬ 
tained by the Government was not to be disposed of before 
December 31, 1937, except in the form of United States coins. 

The monetary value of silver at that time was $1.2929-]-’^ per 
fine ounce. By deducting a seigniorage charge of 50 percent, 
the mint paid only $0.6464-!- per fine ounce. (See Chart IV.) 
The owner of the silver, however, had no cause for complaint 
as the transaction netted him a return almost half again as 
much as he could have obtained in the open market. Thus, the 
existence of an open-market price on the one hand, and of a 
governmental price on the other, really established two classi¬ 
fications for silver, one purchasable by the Government, the 
other in the open market by the trade. In effect, therefore, for 
some purposes it could be considered that there were two com¬ 
modities called “silver,” and not one. 

Thus instead of the President’s ordering the purchase of the 
quota amount, as set in the London silver agreement, he threw 
the mints open to the entire American output. United States 
production in 1932 averaged 2,000,000 ounces per month, and 
the price bounty offered by the Government could not help 
but stimulate production. The extent to which this turned out 
to be the case can readily be seen in Chart VIII. Indeed, by 
1937, output had almost trebled the 1932 level. 

INCREASED SUBSIDY 

The domestic producer continued to receive, from the 
Treasury, $0.6464-!- per fine ounce during 1934 and the first 
three months of 1935. But, in April, 1935, due in part to the 
vigorous buying program of the United States Government 
under the Silver Purchase Act of 1934,® the world price of 
silver rose almost vertically and on April 26, 1935, reached a 
record figure of $0.8131. The Federal Government meanwhile 
had promised that it would not abandon the domestic pro¬ 
ducer, and on April 10, 1935, it lowered the seigniorage charge 

^As it still is in April, 1938. 

®See infra, p. 6g, et seq. 
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from 50 percent to 45 percent, or, in other words, raised the 
price (net) to the domestic producer to $0.7111 per fine ounce. 

World prices of silver still continued upward, and on April 
24, 1935, the Administration again affirmed its decision to pro¬ 
vide for the domestic producer. By lowering the seigniorage 
again, this time to 40 percent, it raised its purchase price for 
newly mined domestic silver by the same amount as before, 
that is, to $0.7757 per fine ounce. This price obtained through 
the remainder of the year, and until the end of 1937. On Janu¬ 
ary 1, 1938, the price was cut to $0.6464-1- again. (See Chart 
IV.) The domestic silver producer thus obtained a 33-cent 
(now 20-ccnt) per ounce subsidy for watering the national cur¬ 
rency. 

The proclamation of December 21, 1933, was followed by 
nothing very helpful to the silver interests for some months, 
except for the reaffirmation of the legal-tender quality of all 
coins, given in the Gold Reserve Act of 1934. In the Presiden¬ 
tial message requesting that Act, the President had said that 
nothing further was to be done for silver until after more ex¬ 
perience with the results of the December 21, 1933, proclama¬ 
tion.® True, there was a section in the Gold Reserve Act which 
permitted the President to devalue silver coins to the same 
degree by which he might devalue gold, but this provision was 
hardly necessary in view of the wide-open authority given him 
in the “Thomas” Amendment to coin silver in any ratio to 
gold. 

SILVER PRESSURE 

Immediately after the passage of the Gold Reserve Act of 
1934, the inflationists and silverites renewed their pressure 
upon the Administration. The subterfuges, promises, and other 
hectic and furious activities that were engaged in, in order to 
strike while the inflation iron was still hot and while the tem¬ 
per of the nation was receptive to currency experiments, were 
numberless. The lengths to which the advocates of silver went 
in their alleged attempt to salvage the nation’s currency and 

•“I am, however, withholding any recommendation to the Congress looking 
to further extension of the monetary use of silver because I believe that we 
should gain more knowledge of the results of the London agreement and of our 
other monetary measures.” 
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economy, but actually in a drive to aid their own speculators 
and producers, are a demonstration of the misinformation that 
can be foisted upon a nation by a small but powerful and deter¬ 
mined pressure-group. The constant battering and hammering 
away by this group finally rammed a hole through the Admin¬ 
istration’s defenses. The extreme pressure caused first hesita¬ 
tion in the definite position taken by the Administration to do 
nothing more for silver, then retreat, and finally definite rout. 
The signal for complete capitulation was given by the silver 
message of the President on May 22, 1934. 

The beginning of the silver campaign was seen in a proposed 
amendment to the Gold Reserve Act of 1934, which failed of 
adoption by only two votes. That proposal provided for large 
purchases of silver and the issuance of silver certificates against 
it. The varying fortunes of the silver drive throughout the first 
five months of 1934 were vividly reflected by silver prices which 
rose and fell “in speculative enthusiasm, as favorable or unfa¬ 
vorable interpretations were placed upon the progress of silver 
legislation in the United States; and plenty of opportunity was 
afforded for divergent views as it soon became evident after 
the convening of Congress that there existed considerable dif¬ 
ference of opinion on the subject of silver between the Ad¬ 
ministration and the Legislature.” 

Senator Wheeler’s 16 to 1 measure was but one of many 
among the silver bills introduced by Pittman, Thomas, and 
many others. One bill, in an attempt to corral the silver and 
veterans’ votes, proposed to buy silver and pay the soldiers’ 
bonus with certificates. One of the bills which aimed to com¬ 
bine the farm vote with the silver vote was the Dies Bill. This 
bill provided that the Government was to buy American farm 
products, sell them abroad for silver bullion which would be 
valued at 10 to 25 percent more than the market value of the 
silver therein. Then the Government would pay the farmers 
with the silver. “The scheme combined the virtues of ‘dump¬ 
ing’ American goods on foreigners, taking vast quantities of 
silver off the world market, giving silver an artificial price, and 
inflating the currency with debased certificates. This monstros- 


Handy and Harman, Annual Review, 1934, pp. 7, 8. 
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ity passed the House by a large majority, and was reported out 
to the Senate/* 

Various stages in the silver campaign are well summarized 
by Handy and Harman, in their Annual Review ,as follows: 

Meanwhile the silver question was also being agitated in the 
House, and by March [1934] it was apparent that considerable 
strength had been mustered by the pro-silver group, which included 
not only representatives from the mining states but also agricultur¬ 
alists and those favoring currency expansion. On March 10th the 
House Coinage Committee reported favorably on two measures, 
the Ficsinger Bill and the Dies Bill. In brief, the former called for 
Treasury purchases of domestic and foreign silver at the prevailing 
market in a total amount not to exceed 1,500,000,000 ounces; and 
the latter provided for the export of agricultural commodities 
against payment in silver, it being permissible to accept such silver 
at a price not in excess of 25 percent above market quotations. 
Presumably at the instigation of the Administration, Speaker 
Rainey forestalled action on the Ficsinger Bill, but on March 19th 
the House passed the Dies Bill by more than a two-thirds majority, 
its advocates claiming that this was a measure for the relief of 
domestic agriculture rather than monetary legislation. The follow¬ 
ing day [March 20] this [Dies] Bill was received by the Senate and 
referred to the Committee on Agriculture, which also had before 
it Senator Wheeler’s proposal authorizing and directing the Govern¬ 
ment to purchase up to 1,500,000,000 ounces of silver for use as a 
reserve against note issues. 

Recognizing the importance of concentrating their efforts on one 
measure, a sub-committee of the Senate Committee on Agriculture 
undertook the work of drafting amendments to the Dies Bill which 
would incorporate the ideas of the Senate silver bloc along the lines 
of the desired legislation. These amendments were favorably 
reported to the Senate on April loth, and included j)rovisions to 
nationalize domestic silver at the market price, and to buy silver 
abroad until cither its price reached $1.29 per ounce or the 1926 
price level for commodities was attained. 

From this point, then, success was almost assured. Reports of 
conferences between the President and leaders of the silver bloc 
indicated that he was directing the course of silver legislation 
instead of waiting to “gain more knowledge of the results” of 
his previous silver measures. From being unalterably opposed 

^ Carothers, Silver in America, pp. 23, 24. 

“For 1934, pp. 8-10. 
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to any but international means to rehabilitate silver, the Presi¬ 
dent finally agreed to undertake domestic measures to provide 
that the monetary silver stock of the United States be increased. 

Several other happenings in the early part of May stimulated 
the belief that the Administration was about to accede to the 
demands of the silverites. Rumored accumulations of silver by 
the Treasury, ambiguous statements by the Government, and 
definite statements by congressional leaders added more fuel 
to the speculative flame.^^ 

THE SILVER PURCHASE ACT 

Despite the opposition to silver legislation by monetary ex¬ 
perts and economists and by both the conservative and liberal 
press, the Administration succumbed to the biased advice of 
certain interested senators, miners, and speculators. On May 
22, 1934, the President issued his message on silver. That date 
was but four months and one week after his gold message, in 
which he had stated that he wished to “gain more knowledge 
of the results of the London Agieement and of our other mone¬ 
tary measures,” before seeking any further action on silver. 
Excerpts from the Silver Message follow: 

We should move forward as rapidly as conditions permit in 
broadening the metallic base of our monetary system and in stabil¬ 
izing the purchasing and debt paying power of our money on a 
more equitable level . . . we should not neglect the value of an 
increased use of silver in improving our monetary system. Since 
1929 that has been obvious. 

Some measures for making a greater use of silver in the public 
interest are appropriate for independent action by us. On others 
international cooperation should be sought. 

Of the former class is that of increasing the proportion of silver 
in the abundant metallic reserves back of our paper currency. This 

“During early May . . . the accumulation of substantial amounts of metal 
for spot and nearby New York delivery for an unknown account . . . was sus¬ 
pected to be the Treasury Department. Neither confirmation nor denial was 
forthcoming from Mr. Morgenthau at the time, but his later statement that the 
exchange stabilization fund had been used for this purpose, proved that the 
original suspicion had been correct. Further upward impetus was given to silver 
by statements from the White House and various Senators indicating that progress 
was being made in the formulation of legislation which met with the approval of 
both the President and the silver group.” Handy and Harman, Annual Review, 
1934. p. 11. 
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policy was initiated by the Proclamation of December 21, 1933 • • • 
We have since acquired other silver in the interest of stabilization 
of foreign exchange and the development of a broader metallic base 
for our currency. We seek to remedy a maladjustment of our 
currency. 

The authority to purchase present accumulations of silver in 
this country should be limitecl to purchases at not in excess of 
50 cents per ounce. 

The Executive Authority should be enabled, should circumstances 
require, to take over present surjduses of silver in this country not 
reejuired for industrial uses on ))ayment of just compensation, and 
to regulate imports, exports and other dealings in monetary silver. 

I, therefore, recommend legislation at the present session declar¬ 
ing it to be the policy of the United Stales to increase the amount 
of silver in our monetary stocks with the ultimate objective of 
having and maintaining one-fourth of their monetary value in 
silver and three-fourths in gold. 

The Executive Authority should be authorized and directed to 
make the purchases of silver necessary to attain this ultimate 
objective. 

While it is difficult to justify the message and the subsequent 
passage of the Silver Purchase Act, hindsight consideration of 
the economic conditions then extant, and analysis of practical 
politics, tend to soften one’s appraisal of the situation. The in¬ 
flationary fever of the nation, partly intensified it is true by 
the silverites, and the demand that the Government do some¬ 
thing with money and take over its control from private hands, 
however unreasonable it was, did have to be granted some de¬ 
gree of satisfaction. The passage of the Silver Purchase Act, if 
it sated that demand, was hence not entirely unwarranted. 

The Silver Purchase Act^'^ was signed by the President on 


Following is a brief summary of the Act: 

Purposes 

(1) To increase the price of silver 

(2) To increase the monetary stock of silver to one-third the value of 
the montetary gold stock 

(3) To issue silver certificates 

Measures to be taken to achieve the purposes 

(1) Secretary of the Treasury to purchase silver at home and abroad upon 
terms and conditions he believes in the public interest 

(2) Purchases to cease when price reaches monetary value ($1.2929+ 
per fine ounce) , or monetary silver stock equals one-third, in value, 
of monetary gold stock 
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June 19, 1934. It corresponded so closely with the Presidential 
message that one could almost be substituted for the other. 
The Act “declared it to be the policy of the United States that 
the proportion of silver to gold in the monetary stocks of the 
United States should be increased with the ultimate objective 
of having and maintaining one-fourth of the monetary value 
of such stocks in silver.” Furthermore, “whenever the propor¬ 
tion of silver in the stocks of gold and silver is less than one- 
fourth, the Secretary of the Treasury is directed to purchase 
silver, at such times and upon such terms and conditions as he 
may deem reasonable and most advantageous to the public in¬ 
terest, but at a price not to exceed its monetary value and not 
to exceed 50 cents per fine ounce for silver situated in conti¬ 
nental United States on May 1, 1934. He is required to issue 
silver certificates in face amount not less than the cost of all 
silver purchased under the act.”^"* The monetary value here 
referred to, of course, is $1.2929-!- per fine ounce. 

The official summaries of the Act quote the Act as “direct¬ 
ing” the Secretary of the Treasury to purchase silver. But he 
was '^authorized and directed,” and was given a large measure 
of discretion as to rates, terms, conditions, times of purchase, 
place, and so forth, “as he may deem reasonable and most ad¬ 
vantageous to the public interest.” [Italics mine.] This series 
of provisions is especially to be noted in light of the curt re¬ 
sponse later made to China, in answer to her protest at our 
Government’s vigorous prosecution of the policy set forth in 
the Act. 

Another section of the Act, which might just as well be for¬ 
gotten for all the effect it will ever have, should be mentioned 
incidentally. It was stated that “whenever the market price of 

(3) Price of silver situated in the United States on May i, 1934, not to 
exceed $0.50 per fine ounce 

(4) Silver to be sold when monetary silver stock exceeds one-third, in 
value, of monetary gold stock 

(5) Silver certificates to be issued up to a face amount not less than the 
cost of the silver purchased 

(6) Secretary of the Treasury may control import, export, and other 
transactions relating to silver 

(7) President may "nationalize*’ silver 

(8) Profit on purchase and sale of silver to be taxed 50 percent 
Secretary of the Treasury, Annual Report, 1934, p. 29. 
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silver exceeds its monetary value,or the proportion of silver 
is greater than one-fourth of the monetary value of the total 
stocks of gold and silver, the Secretary of the Treasury may, 
with the approval of the President, sell any silver acquired 
under the Act; provided there is maintained a reserve in silver 
which, valued at its coinage price, shall not be less than the 
amount of silver certificates outstanding/'^^ 

The passage of the Act was a bonanza to the silver interests. 
But its influence was due to have widespread repercussions. It 
changed the “monetary reserve structure of this country and 
set in motion forces which shortly gave evidence of having far- 
reaching economic and political effects."^® 

One method by which the objective in the Act could have 
been realized within a minute or t\vo of passage of the Act 
would have been for the President to revalue gold to $20.67 
per ounce, and devalue silver coinage by an amount sufficient 
to bring its nominal monetary value to one-third that of gold. 
The President would have been entirely within the letter of 
the law, had he dared to do this. But, of course, that would 
have negated the real ends sought by the sponsors of the Act. 
Another method by which purchases of silver could be de¬ 
creased would be to reduce the weight of the standard silver 
dollar. Had the President devalued the silver dollar to 59.06 
percent of its present content, the amount of silver the Gov¬ 
ernment would have needed to buy under the terms of the 
Silver Purchase Act would have been only about 250,000,000 
ounces, instead of 1,329,000,000 ounces. However, the objective 
set up in the Act merely happened to be a convenient one to 
help the silver interests in their purposes, not one actually 
needed to improve upon the nation's currency and financial 
structure. 

TAXING THE SILVER SPECULATOR 
A sop thrown to the righteously indignant at the preferred 
treatment given speculators in silver, as well as other silver- 
market dealers, was the tax upon profits made from silver pur- 

^®See also infra, p. 6i. 

and Harman, Aniiunl Review, 1934, p. 2. 

Ibid., p. 1. 
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chases and sales from tlie time that final assurance of the Act’s 
passage became apparent. The tax amounted to 50 percent of 
the net profit and was applicable to all transactions on or after 
May 15, 1934. Since tlie tax was aimed at the speculator, spe¬ 
cific exemptions were made for legitimate business, that is, to 
persons whose regular business included the furnishing of silver 
for industrial, professional or artistic use; to industry; and to 
banks dealing in silver foreign exchange. Also exempted were 
certain transfers of silver bullion to the United States Govern¬ 
ment. 

The Treasury undertook to curb the speculator in another 
manner. Under the Act the Secretary of the Treasury was au¬ 
thorized, with the approval of the President, “to regulate or 
prohibit the acquisition, importation, exportation, or transpor¬ 
tation of silver and silver contracts.” In view of the possibility 
of purchasing silver in the United States, shipping it abroad 
and waiting for the world price to rise,^^ as a result of United 
States policy, the Secretary of the Treasury issued an order on 
June 28, 1934, placing an embargo on the “exportation or 
transportation of silver from the continental United States ex¬ 
cept under license.” Thereafter, it was possible for the New 
York market price to diverge somewhat from the London price, 
for a time at least. 

“nationalization” of silver 

In order to attain the alleged objective mentioned in the 
Act, two means ^vere open to the Administration. One was to 
“nationalize” silver, the other was to purchase silver. First as 
to “nationalization.” The President was “authorized at his dis¬ 
cretion to require the delivery to the United States mints of 
any or all silver, in return for which shall be paid the monetary 
value of such silver in any form of United States coin or cur- 

“London quolations advanced further than the New York rates, with the 
result that it became profitable to buy silver in the United States and ship it 
abroad. Prompt recognition of this situation came on June 28th in the form of 
an order from Secretary Morgcnihau placing an embargo, except under license, 
on all silver exports, which action prevented the outflow of metal into foreign 
hands and the necessity for its subsequent repurchase by the Government at 
prices which undoubtedly would have been higher." Handy and Harman, Annual 
Review, 1934, p. 13. 



58 “DOING SOMETHING’’ FOR SILVER 

reiicy desired (less mint charges) , provided that such value is 
not less than the market price of silver over a reasonable period 
previous to the date of the order.”^^ He could, under the law, 
thus order any one in the United States to deliver all silver to 
the mints, at whatever price he saw fit, but at not more than 
$0.50 per fine ounce, and at an equitable value compared with 
the market price over a “reasonable” period of time. In return, 
“currency was to be exchanged for such silver to the amount of 
its monetary value, less such deductions for seigniorage, brass¬ 
age, coinage, and other mint charges as he should approve. 
Silver so acquired was to be coined into standard silver dollars 
or otherwise added to the monetary silver stocks of the United 
States. 

On August 9, 1934, the President issued a proclamation and 
executive order which “required that all silver situated in the 
continental United States on August 9, 1934, with certain stipu¬ 
lated exemptions, be delivered to the United States mints 
within 90 days. The proclamation . . . directed the United 
States mints to receive for coinage or for addition to the mone¬ 
tary stocks of the United States any silver which the mint is 
satisfied was situated on August 9, 1934, in the continental 
United States, including the Territory of Alaska. For silver so 
received the United States mints were to return to the depositor 
an amount equal to 50.01 cents per fine troy ounce. The pro¬ 
visions of the proclamation were supplementary to the procla¬ 
mation of December 21, 1933, with respect to the coinage of 
silver.”-^ 

The “certain stipulated exemptions” to which the order did 
not apply included silver held for industrial, professional, and 
artistic use, and silverware and fabricated articles; foreign and 
domestic coins; and newly mined domestic silver not subse¬ 
quently processed to a fineness of over 0.8, which could be sold 
to the mints at $0.6464, under the President’s proclamation of 
December 21, 1933. (See Chart IV.) 

The price of $0.5001 per fine ounce was just over the $0.50 
stipulated in the law, but it was held that that price was set for 

^Secretary of the Treasury, Annual Report, 1934, p. 29. 

^Ibid., 1935, p. 41. 
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convenience in the mint calculations of seigniorage, etc. The 
deduction from the monetary value amounted to 6i 8/25 per¬ 
cent. 

While the Administration lost little time in its steps toward 
“nationalization,” it waited long enough to have to pay $0.5001 
per ounce, instead of $0.45 to $0.45125 per ounce, which is all 
it would have paid if it had nationalized within a day or two 
of the passage of the Act. The total amount of silver national- 


Chart V 

Silver Acquisition by the United States Treasury, since 
December, 1933 


(Chart Shows Cumulated Aajuisitions since Inception of the Program) 
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RECEIVED UNDER 
NATIONALIZATION PROCLAMATION 
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AND directly from FOREIGN 

V governments, under the 

I SILVER purchase ACT 
OF JUNE 19, 1934 
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> PURCHASED UNDER PROCLAMATION 
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Source: United Slates Treasury Department. 


ized at the $0.50 price, was 113,028,500 ounces, costing $56,- 
525,553. (See Charts V and VI.) At $0.45125 per ounce, this 
would have cost $51,004,111, thus saving the Government 
$5,521,442. But $5,521,442 is small in comparison with the 
$89,608,995 seigniorage “profit” made by the Government on 
the nationalized silver. 

Now, instead of being only two commodities, silver became 
three commodities. There was, first, open-market silver, which 
came into the United States after August 9, 1934, and to which 
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the open-market price applied. Then, secondly, there was the 
newly mined domestic silver, which had been in a special class 
since December 21, 1933, and for which the Government paid 
$0.6464 per fine ounce, until, in April, 1935, the price was 
raised twice, first to $0.7111 and then to $0.7757.^2 


Chart VI 


Sources of Silver Acquisitions by the United States Treasury 
(December 21, 1933, to Decernl)cr 31, 1937) 



Table of Acquisitions 

Millions 

of 

Fine Ounces Percent 


“Nationalized” Silver (Proclamation of August 9, 1934) 113 7.6 

Newly Mined Domestic Silver (Proclamation of December 
21. 1933) 192 12.9 

Direct Purchase Silver (Silver Purchase Act of June 19, 1934) 1,180 79.5 

Total t.485 100.0 

Source: United States Treasury Department. 


class consisted of silver situated in the United States on August 
9, 1934, for which the Government paid $0.5001 per fine ounce. 
(See Chart IV.) Thus one commodity became three commodi¬ 
ties, and each of the three, hence, had its own distinct price. 
The absurdity of the situation is well illustrated by the follow- 

“But reduced on January 1, 1938, to $0.6464. again. 
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ing quotation. “The delivery of the proper silver caused many 
complications, particularly in the case of industry, where fac¬ 
tory supplies had to be maintained pending foreign importa¬ 
tions, and where identification became impossible due to 
processing of the material.”“However,” this publication goes 
on to say, “due to the Government's desire to restrict legitimate 
enterprise as little as possible in carrying out its monetary pol¬ 
icy, a solution to these problems was found with the co-opera¬ 
tion of the trade.” 

PURCHASE OF SILVER 

In addition to nationalization, another method of reaching 
the objective was made available to the Secretary of the Treas- 
ury—that of direct purchase. The Secretary was authorized to 
buy and sell silver at home and abroad, and at any price he 
deemed to be in the public interest. However, he was not to 
buy when the price of silver exceeded its monetary value, or 
$1.29294- per fine ounce; nor, obviously, was he to buy when 
the one-to-three objective had been attained. The limitation on 
purchase after the monetary value was reached by the market 
price was of course to prove ineffective. During the present 
century the market value of silver has approached the mone¬ 
tary value only in the unusual post-war years, and that only 
when the Treasury was replenishing its stock subsequent to the 
Pittman Act. Before that, the latest date at which silver had 
been anywhere near even $1.00 an ounce was in 1890 and 1891, 
again a period of United States Treasury purchasing. It thus 
seems that the mystic monetary value of $1.29294- per fine 
ounce is but a hang-over from a period long before the Civil 
War, when silver was still being considered not merely as a 
commodity but as a basic money by a substantial portion of the 
commercial and industrial world. 

As to the second ground for ceasing the purchase of silver, 
that the one-to-three objective had been reached, there was 
little belief at the time that it would in any way serve as a bar. 
First, it was thought very unlikely that China would allow any 
of her silver to go out of the nation. Secondly, the world s new 
production which could be diverted to United States monetary 

Handy and Harman, Annual Review, 1934, pp. 16, 17. 
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use was estimated at from 120,000,000 to 200,000,000 ounces 
per year.2^ order to obtain enough silver from new produc¬ 
tion to reach the one-to-three objective, which at that time 
required the purchase of 1,329,000,000 ounces more than was 
then held in the United States monetary stock, this Govern¬ 
ment would have had to purchase all that new silver for the 
next seven to twelve years. 

The first premise broke down, with woeful results for the 
silverites in the United States. While China officially barred 
the export of silver, it was almost impossible to prevent smug¬ 
gling from China, or to prevent the Japanese-aided export 
through the northern provinces. From the very beginning of 
operations under the Silver Purchase Act, China began to feel 
the pinch.The dumping of China’s supply into the United 
States was of little help to domestic producers, however much 
it helped the silver speculators. Also, the adverse effects upon 
China’s economy helped no one.-^ 

The vigor with which the Treasury pushed the silver pro¬ 
gram, plus this wholesale dumping by the Far East, worked to 
bring nearer the time when the one-to-three ratio of silver to 
gold would be reached. But all such calculations went awry 
because of what happened to gold, rather than as regards sil¬ 
ver. The phenomenal increase in the United States gold stock, 
due in some part to increased domestic production but in much 
larger part to imports, kept pushing the attainment of the 
silver objective farther and farther away. The more silver the 
Treasury acquired, the more it had to acquire, in order even 
to keep up with the increase in the gold stock, let alone ap¬ 
proach the ratio. 

When the Silver Purchase Act was passed, silver stocks were 

Handy and Harman, Annual Review, 1934, p. 6. 

“"China, however, was an even larger source of supply than newly mined 
metal, which fact is most interesting when we recall that as recently as 1930 that 
country absorbed nearly 125,000,000 ounces in one year. We are advised that 
during the first eleven months of 1934 Chinese net exports of silver bullion and 
specie amounted to 185,000,000 ounces, and we estimate a total of 200,000,- 
000 ounces for the full year, which includes an allowance for the smuggling that 
assumed sizable proportions in the last quarter." Handy and Harman, Annual 
Review, 1934, p. 29. 

“See later sections for an account of China's financial misfortunes which 
stemmed from American silver policy. 
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valued at one-ninth of gold stocks. One year later, despite vig¬ 
orous prosecution of tlie policy,2~ the ratio was still under one- 
sixth, as compared with the ratio of one-third which was 
sought. Two years after passage of the Act, silver stocks had 
reached just over 21 percent of the gold stocks, and have re¬ 
mained there ever since. After draining the world of much of 
its needed silver, it is difficult to see how the Treasury can 
purchase much more. United States silver stocks have been al¬ 
most trebled, from $900,000,000 in June, 1934, to more than 
$2,700,000,000 at present, but gold stocks, over the same 
period, have risen from less than $8,000,000,000 to almost $13,- 
000,000,000. The ratio between the stocks of the two metals in 
the United States has just about reached the levels obtaining 
prior to devaluation of the gold dollar. (See Chart VII.) 

EFFECT ON CHINA 

The literal interpretation placed upon the mandate in the 
Silver Purchase Act by the Treasury resulted in great hardship 
in silver-using nations. Within two months after the passage of 
the Act, China began to feel the pinch of being deprived of her 
basic money.^'^ The increased price of silver led to its outflow, 
and consequently set in motion a deflation process for China. 
This meant lower prices and tighter money. Also, because of 
such currency appreciation, there was a tendency, temporarily 

is estimated that the total [amount of silver] acquired [during the year 
following the passage of the Act] w^as 12 times as much silver as was produced 
in the United Slates in the same period, 17.5 times as much of that production 
as was available for monetary use, 2.2 times the total world production, and 
2.9 times the current world output available for monetary use.” Secretary of the 
Treasury, Annual Report, 1935, p. 42. 

“‘‘China began to feel the adverse effects of our policy soon after the Silver 
Purchase Act was passed. For precisely the same reasons that devaluation of the 
dollar here was considered a measure of recovery, the cheapening of silver in 
the depression years had brought a boom to China. 

“Since silver was the money of China, a decline in its value meant not merely 
a rise in domestic Chinese pi ices but it also meant that China had acquired a 
trade advantage similar to that obtained by \Vestern nations through currency 
depreciation. 

“When the price of silver began to rise in London in response to our pur¬ 
chases, silver began to flow out of China. People took paper currency to the 
banks and obtained silver for it; then sent the silver to London to sell to our 
Treasury. Soon money became scarce in China, credit became dear, prices fell, 
business and banks failed and trade stagnated.” E. V. Bell, “Silver Law Reaches 
Its Climax in China,” in the New York Times of November 10, 1935. 



64 “DOING SOMETHING’^ FOR SILVER 

at least, to an adverse foreign-trade balance. As stated propheti¬ 
cally by Professor Sprague, “A decidedly higher price for silver 
than now obtains would be unwelcome in China, just as it 
would be unwelcome in most of the countries now on a paper 
basis to return to gold as the basis of a very considerable appre¬ 
ciation of their currency.*’^® 


Chart VII 
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China communicated with Washington in an attempt to se¬ 
cure some relief from the financial hardships she saw approach¬ 
ing. She sought a modification of the silver-purchase program 
of the United States Treasury, because of the harmful effects 
on her domestic economy. For in view of the fact that China 
was on a silver standard, she had to permit the unrestricted 

^ O. M. W. Sprague, Recovery and Common Seme, p. go. 
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movement of silver. Consequently, heavy losses of silver took 
place in the first nine months of 1934, partly to offset her ad¬ 
verse trade balance, and partly to speculate on increasing silver 
prices. The loss of China’s monetary silver stock naturally af¬ 
fected her bank reserves and resulted in falling prices and 
monetary deflation. The situation is likened to that which ex¬ 
isted in the United States during the first two months of 1933. 
In this connection it might be well to recall the pleas of the 
silver interests, in 1932 and 1933, when it was urged that the 
price of silver be increased in order to restore purchasing power 
to half the world’s population. 

Although individual bankers in China had raised objections 
to the silver price-raising policy as early as February, 1934, the 
Government did not* do so until August. Again in September, 
and also in October, the Chinese Government protested to the 
United States Government. The Chinese Government had sug¬ 
gested, also, that one Avay to offset her difficulties would be to 
exchange some of her silver for gold, directly with the United 
States Treasury. 

After making only evasive replies, the United States Govern¬ 
ment, finally, on October 12, 1934, gave answer to China that 
the Administration was merely carrying out the policy enun¬ 
ciated and expressly directed by Congress. In Secretary Hull’s 
reply, he stated that the policy was statutory and mandatory 
upon the Treasury Department as to its general objective. He 
stated, too, that full consideration would be accorded China’s 
contention. As for the direct exchange of silver for gold, he in¬ 
dicated that there was no such need because of the existence of 
free gold and silver markets in which any nation could make 
purchases and sales.'^® 

Although the law did enunciate general policy as to silver 
purchases, it also gave the Secretary of the Treasury discretion¬ 
ary power as to time and place of such purchase, terms, condi¬ 
tions, and so forth. As will be shown later, the Secretary did 
not hesitate to use his discretion, in the following and succeed¬ 
ing years, when it suited his purposes. 


“But see infra, pp. 71 n., 74, 129. 
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CHINA ABANDONS THE SILVER STANDARD 

When China saw in Secretary Hull's cable of October 12, 
1934, the uselessness of attempting to sway a stubborn Admin¬ 
istration, she imposed an export levy on silver and thus, de 
facto, left the silver standard. Smuggling developed and China 
continued to lose silver. Finally, on November 3, 1935, China 
abandoned the silver standard de jure. 

Official announcement was made on October 15, 1934, that 
henceforth the export duty upon silver was to be increased to 
10 percent and, in addition, an equalization charge, which was 
to vary with the world price of silver, was to be superimposed 
upon it.^^ 

Although the tax and embargo were expected to put a halt 
to the loss of silver by China, they were of little avail. True, 
the direct and legitimate shipment of silver from China to the 
LFnited States was stopped by these actions, but the drain con¬ 
tinued. Because of the subsequent depreciation of the yuan, 
the profit to be made by smuggling silver out of China was 
very large. Smuggling, therefore, did develop, largely through 
North China and Japan, and it has even been claimed that 
during 1935 the amount of Chinese silver to reach London 
through various channels “was comparable in volume to the 
supplies” from China in 1934. Shanghai silver stocks, which 
were estimated at close to 450,000,000 ounces in June, 1934, 
had fallen to around 250,000,000 ounces by the end of 1934. 
This level continued unchanged until October, 1935, when the 
figures were no longer reported. 

By the autumn of 1935, there were recurrent rumors of 
China’s abandonment of the silver standard. Finally, on No¬ 
vember 3, 1935, the Chinese Government announced a new 

The customs duties on exports of silver were fixed as follows: 

“On silver dollars and mint bars, io% less 2 ^/ 4 % minting charges paid, i.e., 
7%% net. 

“On other forms of silver, io% (in lieu of 2^% previously charged). 

“In addition, an equalization charge will be imposed upon exports of silver 
equal to the deficiency, if any, existing between the theoretical parity of London 
silver and the rate of exchange officially fixed by the Central Bank of China, 
after making allowance for the export duty. 

“This tax, which could be increased or decreased daily by means of the 
equalization fee, was expected to curtail materially the flow of silver from China, 
which was a bullish factor." Handy and Harman, Annual Review^ 1934, pp. 18, 19. 
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monetary policy, which definitely removed her from the silver 
standard. The series of decrees, effective November 4, 1935, 
provided for the compulsory delivery of all silver coin and 
bullion to the Government, and for the issue of an inconvert¬ 
ible paper currency to be managed with the object of main¬ 
taining a stable value for the yuan in terms of foreign curren¬ 
cies. The main features of these decrees are as follows: 

(1) ‘‘Nationalization” of silver; holders of silver to exchange 
it for bank notes 

(2) Note issue to be restricted to the three Government-con¬ 
trolled banks only 

(3) Chinese dollar to be pegged at the then existing level by 
foreign-exchange operations of the three banks 

(4) Central Bank of China to be reorganized as a reserve bank 
China thus de jure confirmed what she had done de facto in 

October, 1934. By the levying of restrictions and flexible 
charges at that time, China had actually abandoned silver for 
a managed currency. Even though silver continued to be used 
as bank reserves and currency, its price no longer determined 
the value of the Chinese dollar in foreign exchange. 

China’s abandonment of silver lost to the silver producers 
one of their most steady and substantial markets. Ironically, 
the very policy which was adopted in order ‘‘to do something 
for silver” boomeranged right back, and dealt the industry one 
of its greatest blows since the commercial world abandoned 
silver as part of their monetary standard in favor of gold. As 
one writer has said, China, ‘‘the last country on earth with a 
silver standard, had been forced to drop it. The silver bloc had 
killed the silver goose.” 

One authority,^*^ at least, questions whether China should 
remain off silver permanently. Abstracts from its Reviews 
follow: 

China has been forced to abandon the silver standard in order to 
protect herself against depletion of bank reserves and a price de¬ 
flation. Although it is too soon to predict whether this program 
can be carried out with complete success, nevertheless, we can fore¬ 
see that considerable difficulty may be encountered by the Nanking 
“Carothers, Silver in America, p. 31. 

“Handy and Harman, Anjiual Review, 1935, p. 50; 1936, pp. 9--14, 30. 
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Government in making effective the nationalization of silver. It 
would seem preferable for China to return to the silver standard, 
with silver at a price which would represent a satisfactory exchange 
level for her internal economy. Such a solution would undoubtedly 
prove agreeable to Hongkong as well. 

China has now been on a managed foreign exchange standard 
for over a year and the new system has worked well, although it is 
difficult to venture a positive opinion at the present time as to how 
completely exchange has l:>een divorced from the price of silver. 
This much, however, may be said—that if the price should score 
a substantial rise, its effect upon Chinese currency would be nil, 
although it is probable that surj)lus silver in China would be sold 
both by the Government and by smugglers. On the other hand, if 
the silver market should take a severe drop, the public might be¬ 
come nervous regarding the adetjuacy of the reserve and jump to 
the conclusion, however unwarranted, that the Chinese dollar might 
be further devalued. 

Under the present currency system of China, silver is no longer 
necessary as a reserve, although the Government has agreed to 
maintaiti in silver a sufficient proportion of the total reserves to 
equal in value at least 25 percent of the note issue. Nor is silver 
necessary as a circulating medium for payments within the country. 
VV^e are told that the j^ublic in China has acquired so much con¬ 
fidence in the legal tender notes of the Government banks that they 
are no longer metallic-minded. If the proposed new token silver coins 
should be minted, which has not been done as yet, the public will 
be fully prepared to accept them, not as silver coins but as coins 
whose value is largely fiduciary. As to the old silver coins which 
have so far not been surrendered to the Government since the 
nationalization order was proclaimed, their circulation is impos¬ 
sible because they cannot now be freely transferred either by indi¬ 
viduals or through the agency of banks. According to advices from 
Shanghai, the chances of silver again becoming the Chinese mone¬ 
tary standard arc very remote, and will depend upon what arrange¬ 
ments the United States may desire to make with China. As the 
possibility of competitive devaluation of world currencies is not 
yet entirely removed, it is inconceivable that China will again 
commit herself to a silver standard without some definite under¬ 
standing with the United States, which is the only other important 
country still using silver as a part of its reserve. 

It remains to be seen whether China, long accustomed to the use 
of metallic money, can permanently function on a managed ex¬ 
change basis, but the success of the experiment so far is well pre¬ 
sented by Dr. H. H. Rung, Chinese Minister of Finance, in an 
article published in the China Press, from which we quote: 
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“The new currency policy has been operating smoothly and facts 
bear out its gratifying results. . . Since tlie enforcement of the 
currency decree of Novend^er 3rd, 1935, exchange stability has been 
maintained at a degree never before experienced in China, and the 
resources available therefore have been considerably increased. . . 
Also, external currency reserves have been substantially augmented 
as the result of sales of large amounts of silver to the American 
Government, 50,000,000 ounces having been negotiated in Novem¬ 
ber, 1935, and further sizable amounts negotiated in May, 1936. 
The resulting credit in foreign currency has materially contributed 
to the successful stabilization of China’s currency. In May, 1936, 
the Government announced that it will continue its policy to main¬ 
tain adequate reserves against note issue consisting of gold, foreign 
exchange, and silver, the silver portion of the reserves to have a 
v^alue equivalent to at least 25 percent of the note circulation. . . 
For the first time in history, China has succeeded in adopting a 
fundamentally modern and truly national monetary policy. Its 
adoption was a veritable revolution in China’s monetary system, 
even though in this the Cliincse Government was only following 
the example of most other nations in recent years. . . The new 
currency policy is in accordance with tlie trend of the present-day 
economic world, and promises a better day for those nations which 
trade and cooperate with China, as well as for China herself.” 

In China, although a managed foreign exchange standard has 
proved satisfactory during the past year, the new system has not 
yet been put to a real test. At .some future date, the Chinese 
Government may consider it advisable to increase the use of silver 
for reserve or monetary purposes, or even to make a partial return 
to the silver standard; but certainly they would hesitate to take 
such a step, without assurance that the safety of their financial 
structure would not again be jeopardized by some subsequent 
action of the United States. 

UNITED STATES TREASURY THE PRINCIPAL SILVER BUYER 

Now to resume discussion of the operations of the United 
States Treasury after the “nationalization” decree of August 9, 
1934. Except for continuation of its purchases, thus forcing 
silver prices upward, little of significance occurred until the 
spring of 1935. The Treasury had become the principal buyer 
in the market, and in fact was the only buyer except for the 
small amounts taken by industry and the arts. The silver mar¬ 
ket of the New York Commodity Exchange had closed in Au¬ 
gust, 1934, thus eliminating the public as a factor in the market. 



70 “DOING SOMETHING” FOR SILVER 

Silver of foreign origin, which was refined in the United States, 
was not eligible for sale to the Government at the price of the 
newly mined domestic silver, nor could it be exported, because 
of Treasury decrees. Hence the Government was forced to 
support the New York price. 

This situation became especially pronounced in January, 
1935, when heavy selling resulted from a misinterpretation of 
a statement in President Roosevelt’s budget message in connec¬ 
tion with silver seigniorage profits. It was thought that the 
President indicated curtailment of the silver-buying program. 
Hence, on the day that the budget was made public, January 8, 
the Treasury had to be an especially heavy buyer in the New 
York market. 

On April 26, 1935, world prices reached a peak of $0.81. This 
advance resulted from demands by manufacturers who were 
attempting to protect themselves against what seemed to be a 
runaway market. In the meantime the United States Govern¬ 
ment had twice increased its purchase price for newly mined 
domestic silver. First, on April 10, it raised the price from 
$0.6464+ to $0.7111 per fine ounce, and again on April 24, 
it raised the price to $0.7757. When, on April 27, it was seen 
that the Treasury would not continue to raise the domestic 
price, fears arose that the advance had been going along too 
fast, and on that one day prices fell by $0.0425. 

SILVER COINS TO THE MELTING POT 

The high price offered by the United States Government for 
both foreign and domestic silver threatened the silver of the 
whole world. Because the Treasury was doing much of its buy¬ 
ing in the New York market, that market began to import 
foreign silver coins, in order to melt them down and sell the 
silver content. 

Accordingly, on May 20, 1935, the Secretary of the Treasury, 
with the approval of the President, issued an order prohibiting 
the import into the United States of “foreign silver coins and 
other conventional pieces or forms of silver commonly used in 
any foreign country as money or coin” whose monetary value 
was less than 110 percent of the open-market value of its silver 
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bullion content. This of course was only a stopgap, and as a 
saving feature was practically without effect. 

In addition to China, all other nations which used silver to 
any large extent also suffered from the disturbances to which 
our silver policy gave rise.^^ As early as January, 1935, Mexico 
became restive. The temporary assuagement of her irritation 
at that time was offset towards the end of April when, because 
of the rise of silver prices, the bullion value of the peso was 
above its monetary value. Hence, in order to prevent the peso 
from being shipped to the United States either as a coin or in 
melted-down form, President Cardenas proclaimed a bank 
holiday on April 27. Then he ordered all coins to be exchanged 
for paper currency, and prohibited the export of silver money. 
At the time it was thought that silver would no longer circu¬ 
late in Mexico. But a year and a half later, when silver prices 
had fallen, these orders were revoked and silver coinage was 
restored. On September 1, 1936, the Mexican Government re¬ 
stored silver money to its former fineness of 72 percent. This 
repealed the monetary decree of April 27, 1935, which had 
ordered the exchange of the silver then in circulation for a 
paper one-peso note and a half-peso silver coin of 42 percent 
fineness. But in that year and a half interval, Mexico, by de¬ 
basing her silver coinage, had had to “take action contrary to 
the spirit” of the London silver agreement. 

China and Mexico, however, were not the only nations to 
feel the detrimental repercussions of the American silver pol- 

** “Meanwhile, the situation has become entangled with international politics. 
In January [1935] Mexico’s indignation over the disturbance of her currency 
was assuaged at a dinner of Mexican officials. Treasury officials and silver Sena¬ 
tors in Washington. Apparently the amende offered was an understanding, not 
made public, as to our purchases of Mexican silver and our price policy. It 
developed also that at the time of the Chinese crisis in 1935 another non-public 
arrangement was made with China, as a result of which we paid her 65 cents 
an ounce for silver worth 45 cents. As this is written word comes of a new agree¬ 
ment under which, apparently, C^hina is obliged to retain at least 25 percent 
of her future metallic reserves in silver and to circulate debased silver coins. 
In return we are to buy large amounts of her silver and pay for it in gold. 

“China is apparently to have a sort of managed currency with mixed gold and 
silver reserves. Unless she returns to a new and devalued silver standard she 
must some time determine whether to tie her currency to an English, Japanese 
or American base. Sterling is the logical choice, but Japan has already expressed 
angry threats in regard to this. ‘Doing something for silver' to help the Chinese 
has had some unexpected consequences.” Carothers, Silver in America, p. 33. 
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icy. Not only did Mexico have to demonetize her silver coinage 
and undertake a managed currency, but nations all over the 
world were hurt by the rise. Most of the protective measures 
they were forced to take for their silver coinage reduced the 
use of silver. 

The silver coinage debasement campaign to keep coins from 
the melting pot was world-wide. Central America, South Amer¬ 
ica, Europe, Asia and even Africa participated. 

On April ^rd [1935]. Costa Rica forbade the export of silver 
coins and bars; and in August a new base metal currency was 
authorized. On May 3rd, Peru prohibited the purchase, sale, hoard¬ 
ing, and exportation of silver coins; and the exportation of silver 
in other forms, except newly mined material. A subsequent decree 
authorized a new subsidiary coinage of copper and nickel, which 
was to be minted in London. By May 17th, Guatemala, Ecuador, 
and Colombia had followed suit with embargoes upon silver ex¬ 
ports; and in July, the legislature of the latter country authorized 
the withdrawal of silver coins from circulation. 

In Europe, we find that the Free (aty of Danzig decreed the with¬ 
drawal of the only silver coins in circulation, the 5 and 2 gulden 
pieces; and approved the sale of the resultant bullion. The Bank 
of Spain prepared for higher silver prices by jmnting a large supply 
of 5 and 10 peseta notes, which were held in readiness for issue 
should the silver peseta begin to disaj)pear from circulation. Italy’s 
decree, withdrawing silver money and prohibiting hoarding, was 
primarily a war measure; but her opponent, Ethiopia, was obliged 
to ban the export of currency because smuggling of the thaler had 
already commenced. 

Traveling further eastward, we learn that silver coins in some of 
the frontier cities of Persia commanded a premium over their face 
value, and that the Government at Teheran had authorized an 
issue of subsidiary copper coins to replace the silver currency lost 
through smuggling. The Siamese Government was reported to be 
awaiting a favorable opportunity to dispose of the silver content 
of the coin reserve, equivalent to nearly 1,000,000 ounces, because 
of the fact that the silver baht could not be made to circulate. 
Advices from Singapore stated (hat, during the period of peak silver 
prices, the Straits Settlement Treasury issued a number of worn 
5 cent pieces of the 1917-18 issue, which contained less silver than 
the present currency. This measure was only temporary because of 
the later decline in the market, but during the emergency it served 
to prevent hoarding and melting of the coinage. 
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Effective at noon on November gth, the Government of the 
Crown Colony of Hongkong prohibited the export of Hongkong 
dollars and silver snbsidiary coins, Mexican dollars, and silver 
bullion; thus supplementing the embargo which existed on the 
shipment of Chinese silver coin except to China. This action was 
preliminary to the adoption of a managed currency, which became 
effective on December 5th through an ordinance of the Legislative 
Council ordering the withdrawal of silver from circulation; amend¬ 
ing the legal tender laws; and establishing a fund to stabilize ex¬ 
change. On account of the close commercial relationship between 
Hongkong and China, such action was necessary in order to bring 
Hongkong exchange back to the parity with China’s currency 
which had existed formerly.^*''* 

The story of the debasement of silver coins, the abandonment 
of the silver standard, and financial chaos in China contrasts 
strangely with some portions of President Roosevelt’s Silver 
Message of May 22, 1934. 

Some measures for making a greater use of silver in the public 
interest are appropriate for independent action by us. On others, 
internaliorial cooperation should be sought. . . Concerted action by 
all nations, or at least a large group of nations, is necessary if a 
permanent measure of value, including both gold and silver, is 
eventually to he made a world standard. . . At no time since the 
efforts of this nation to secure international agreement on silver 
began in 1878 have conditions been more favorable for making 
progress along this line. Accordingly, I have begun to confer with 
some of our neighbors in regard to the use of both silver and gold, 
preferably on a coordinated basis, as a standard of monetary value. 
Such an agreement would constitute an important step forward 
toward a monetary unit of value more equitable and stable in its 
purchasing and debt paying power. 

THE FALL IN SILVER PRICES 

Silver prices began to toboggan in May, 1935. But the first 
real sign of weakness in the situation appeared during the last 
week of June. The London market was swamped by heavy 
selling orders from the Indian bazaars at the time of their June 
settlement, and by increased Chinese offerings. The United 
States Treasury continued to purchase large amounts of spot 
silver, but its bids were at successively lower rates. By July, 

“Handy and Harman, /Annual Review, 1935, pp. 17, 18, 40-42. 
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prices were receding so rapidly that during that month and 
the succeeding one the Treasury had to buy silver very heavily 
in world markets in an endeavor to prevent a complete collapse 
of silver prices. The Secretary of the Treasury announced that 
more than twenty-five million ounces had been bought on Au¬ 
gust 14, 1935. But the effect on prices was practically nil. The 
New York price, which had averaged 74 cents in May, fell to 
as low as 49% cents on December 24, and averaged 58 cents 
in that month. A further decline to 45 cents in the next 
two months brought silver prices to the level at which they 
have subsequently remained for more than two years. (See 
Chart IV.) 

The really violent slide suffered by silver occurred in the last 
two months of 1935. Beginning late in October and lasting 
through the first week in December, demoralization was so bad 
in the London market that there were no quotations for either 
spot or futures, but only a discount on forward delivery. 

The American Treasury, which had been the chief purchaser 
in the silver market throughout the year, announced on De¬ 
cember 19, 1935, that United States purchases consisted mainly 
of newly mined silver of Mexico and Peru. In the following 
year, Canada and some additional South American countries 
were added to the list of nations from which the Treasury 
made direct purchases. In that year, the Chinese Government 
also was included. 

Also, by 1936, the United States Treasury began to let up 
on its silver purchases. From a monthly high of 92,000,000 
ounces purchased in each of the months of October and No¬ 
vember, 1935, the takings fell to between ten and twenty mil¬ 
lion ounces a month. Open-market prices of course reflected 
the easing of the pressure. Prices averaged just over 47 cents in 
January, and went as low as 44.8 cents (monthly average) dur¬ 
ing the five months beginning with June.^® 

““The year 1936 has been an exceptionally quiet and uneventful one for 
silver, a condition reflected by unusually narrow market fluctuations. In fact, 
there has been only one other year since the turn of the century in which the 
New York price showed less of a spread between the high and low points. In 
1909 the range was 3%^, which compares with a 5^ figure for the past twelve 
months, and a variation of only 2%^ if the first three weeks of January are 
eliminated." Handy and Harman, Annual Review, 1936, p. 1. 
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If the pre-gold-devaluation price of silver of 25 cents be mul¬ 
tiplied by 1.69/^'^ the result would be 42% cents, which is but 
slightly under current market prices. This seems to bear out a 
statement made in 1933 that the only way to secure a substan¬ 
tial rise in the world price of silver is in the resumption of 
large importations of the metal by India and China, rather 
than in the monetary tinkering by the United States Govern¬ 
ment.^® 

The return of silver prices to their former levels, after allow¬ 
ance for the devaluation of the gold dollar, thus indicates one 
thing. That is that permanent price-fixing is practically impos¬ 
sible for silver as for other commodities, however powerful the 
agency which attempts it and however widespread the opera¬ 
tions it undertakes. 


SILVER CERTIFICATES 

The issue of silver certificates based upon silver acquired by 
the United States was started with the very first of such silver 
acquisitions—the war-debt receipts under the “Thomas” 
Amendment of May 12, 1933. The issuance of these silver cer¬ 
tificates against the silver accepted from foreign governments 
in payment of indebtedness to the United States was begun on 
January 13, 1934.'^® The certificates were required to be issued 
up to the value at which the silver was received from the for- 

The reciprocal of 59.0G percent, the level to which the gold dollar was 
devalued. 

^ “In our opinion, the paramount factor affecting silver during the past year 
was the tremendous shrinkage in demand from the Orient. Ordinarily India and 
China absorb approximately 75% of the world production of newly mined metal. 
In 1929 when production reached its peak of 260,900,000 ounces, the net im¬ 
ports of these two countries amounted to 218,500,000 ounces, or nearly 849^?. 
Similar percentages for 1950 and 1931 were 88% and 60%. During the past year, 
although production declined to 160,600,000 ounces, India and China consumed 
only 52,000,000 ounces, or 32%. 

“. . . Eliminating from consideration the enhancement of silver by means of 
re-monetization, it is our conviction that an economically sound higher level 
for the white metal is contingent solely upon an increased demand for it from 
the Far East; and such demand can arise only when India and China can sell 
their products in greater volume and at higher prices in the world markets. 
A revival of trade and higher levels for commodities, therefore, would appear 
to be essential for the betterment of silver.” Handy and Harman, Annual Review, 
1932, pp. 20, 21. [Italics mine.] 

“'Secretary of the Treasury, Annual Report, 1934, p. 29. 



“DOING SOMETHING" FOR SILVER 


76 

eign Governments; a later law permitted the issue of certificates 
up to the full monetary value of that silver.^® 

The Silver Purchase Act authorized and directed the Secre¬ 
tary of the Treasury to issue silver certificates equal to the cost 
of all the silver purchased, and to place them in circulation. In 
a letter to the author, the Treasury Department stated that sil- 

‘““The Gold Reserve Act of 1934 authorized the President to issue silver cer¬ 
tificates against ‘any silver bullion, silver, or standard silver dollars in the 
Treasury not then held for the redemption of any outstanding certificates.’ 
Under this act, silver certificates became issuable against any unencumbered 
silver in the Treasury, irrespective of the authority under which the silver was 
received. 

“It was decided, therefore, to provide a single or consolidated series of silver 
certificates for issuance against any free silver held in the Treasury. Consequently 
payment of the certificates specifically prepared for issuance against silver re¬ 
ceived from foreign governments under the act of May 12, 1933, was discon¬ 
tinued, and issues of certificates under that and later authorizations awaited the 
preparation of the consolidated series. 

“This consolidated series of new silver certificates has been given the designa¬ 
tion, ‘Series of 1934.’ " Secretary of the Treasury, Amiual Report, 1934, p. 30. 

“In a series of orders (summarized in the letter of the Secretary of the 
Treasury to the President, September 10, 1934, approved by the President Sep¬ 
tember 12, 1934, and supplemented by the letters of the Under Secretary of 
the Treasury to the Treasurer, March 1 and April 5, 1935), the issuance and 
maintenance as part of the money circulation of the United States of silver cer¬ 
tificates were authorized and directed in a face amount equal to the total of the 
following items: 

“ (a) The amount of silver dollars held by the Treasury. 

“ (b) |8o,ooo,ooo, being an amount approximately equal to the monetary 
value of all of the silver bullion in the Treasury on June 14, 1934, not then 
held for redemption of any outstanding silver certificates. This amount does 
not include silver held in the stabilization fund on June 14, 1934. 

“(c) $1,560,000, being the amount of silver certificates of the series of 1933 
outstanding on March 12, 1934 (including those held in the Treasurer’s cash). 
Silver certificates of the series of 1934 will be issued in lieu of silver certifi¬ 
cates of the series of 1933 as they are redeemed or otherwise received into the 
Treasury and retired. 

“ (d) A sum equal to the amount heretofore or hereafter returned to the 
depositors for silver received at the United States mints and assay offices on 
and after June 15, 1934, whether under the proclamation of December 21, 
1933 (relating to newly-mined domestic silver), or under the proclamation 
of August 9, 1934 (relating to the nationalization of silver stocks). 

“ (e) A sum equal to the cost of all silver heretofore or hereafter purchased 
under the authority of section 3 of the Silver Purchase Act of 1934, whether 
purchased from the stabilization fund or from other sources. 

“Since there was a considerable reserve stock of silver certificates of the series of 
1928, the Treasurer was directed to issue them until the stock was exhausted. 
The last of these certificates was issued on July 6, 1935. On June 30, 1935, 
amount of silver certificates outstanding was $810,040,419, representing an in¬ 
crease of $315,044,005 during the fiscal year.” Secretary of the Treasury, Annual 
Report, 1935, p. 43. ^ 
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ver certificates are currently being issued only up to the cost 
value of the silver, and that the difference between the cost 
price of the silver and its monetary value is entered in the 
Treasury Statements as “seigniorage/’ 

“accomplishments” of the silver policy 

Just what did the United States silver policy accomplish? 
Were its results largely in the monetary field, in international 
affairs or in a bounty to a comparatively insignificant domestic 
industry? The question can be considered with respect to the 
effect on silver prices, on silver production, on other nations, 
and on general monetary conditions within this country. 

Did our policy raise silver prices? As pointed out above, the 
open-market prices of silver have not been permanently 
changed. Approximately the same amount of silver exchanges 
for a specific amount of gold now as four years ago. In terms 
of a depreciated currency, of course, the price is higher. It is 
true that the domestic producer gets a bounty which until re¬ 
cently amounted to about 33 cents above the open-market price 
of 45 cents. But that bounty could have been given him in the 
first place, without the necessity of going through the pseudo- 
monetary and detrimental international operations in which 
this nation has taken part. From the price point of view, there¬ 
fore, one can not escape the conclusion that this Government’s 
silver policy consisted of unnecessary, dangerous, and wasted 
actions. A direct grant of the bounty would have been more 
economical as well as more effective, and much more desirable 
from the monetary and international viewpoints discussed 
below. 

Silver production in the United States has increased very 
sharply since the lows of 1933. (See Chart VIII.) Indeed, 1937 
production is estimated to be almost three times the 1933 out¬ 
put. Part of the increase was undoubtedly due to the Govern¬ 
ment price subsidy, and part to the general industrial recovery. 
The latter factor is especially significant where silver is chiefly 
a by-product of the production of other industrial metals.'*^ In 

About two-thirds of silver production is by-product of copper and lead 
output. 
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these industries the by-product silver would have been pro¬ 
duced anyhow. As to the producers primarily of silver, their 
output could have been stimulated by a subsidy without the 
attendant silver-policy operations undertaken by the Govern¬ 
ment. 

The improvement Avhich was anticipated in American for¬ 
eign trade also failed to materialize. Trade with China de- 

Chart VIII 

Silver Production in the United States 

(Monthly) 
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dined, and the consequent loss of goodwill may postpone 
reestablishment of that trade for an extended period. Indeed, 
some of those who advocated higher prices for silver as an aid 
to China now suggest that such higher prices prevent the im¬ 
portations of goods made by Chinese coolie labor. 

Thus the international field shows no results from the pur- 
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suit of our silver policies except those which have been harmful 
to others as well as to ourselves.^^ 

Finally, the effects of the silver policies on the monetary 
structure of this country are noteworthy. Their magnitude is 
illustrated by the increase in our silver stocks from only $900,- 
000,000 in early 1934 to $2,800,000,000 by the end of 1937. 
This means that bullion worth at market between $870,000,000 
and $980,000,000 is backing almost three billion dollars’ worth 
of currency. Thus the currency has been watered, on silver ac¬ 
count, by almost two billion dollars. 

Perhaps such watering was useful and necessary. Senator Pitt¬ 
man in a speech at New York^*"* said a metallic base was needed 
for currency issues, and that since there was not enough gold 
to serve as a base, silver was needed. He also mentioned the 
maldistribution of gold, but, to this author at least, this mal¬ 
distribution points to the opposite conclusion. The Senator 
attempted to rationalize his stand by pointing out that silver 
was not new to our currency system but was a main part of it 
until 1873, and that even in 1900 over 30 percent of our cur¬ 
rency was silver. 

He advanced two other arguments which were strongly con¬ 
tradicted by later events. He said that the silver bills then in 

one desires a record of complete failure to bring about international co¬ 
operation in the wider use of silver as a monetary metal, it is only necessary to 
review the happenings of the past year. Demonetization of silver coinage oc¬ 
curred, or was threatened, throughout the world; and China and Hongkong, 
the only important adherents to the silver standard, abandoned that standard in 
favor of managed currencies.” Handy and Harman, Annual Review, 1935, pp. 
44 , 45. 

‘‘In our last year’s ‘Review’ we pointed out that the Silver Purchase Act had, 
up to that time, failed to accomplish the purposes for which this piece of legis¬ 
lation was intended; and events of the past year emphasize and confirm our 
previous opinion. Internationally, there has been no trend toward the greater 
use of silver as a primary monetary metal. It was not mentioned in the tripartite 
monetary agreement for the stabilization of exchange; China and Hongkong have 
operated successfully without returning to the silver standard; and Mexico, 
which re instated its former silver currency, did so because the prevailing price 
of the white metal permitted such action to be taken without fear of the melting 
pot, and presumably because some assurance had been given that the United 
States would not force the market up to a point where demonetization would 
again occur.” Ibid., 1936, p. 25. 

*®See Proceedings of Academy of Political Science, April 1934, Vol. XVI, No. 1, 
pp. 27-36. 
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Congress could not possibly bring as much silver into the coun¬ 
try as their proponents hoped because, first, silver would not 
“fly'* from India or China, and secondly, because China would 
place an embargo on silver exports. True, China did place the 
embargo, but it was ineffective. 

He also stated that half the people of the world use silver 
money, and that if its value were low they would be unable to 
make purchases abroad. It would have been helpful to apply 
the same reasoning to the monetary situation of the United 
States prior to the passage of the Gold Reserve Act of 1934. 

Despite all the silver purchased or otherwise added to the 
nation’s stock, and despite the increased volume of certificates, 
the Government is still far from accomplishing the stated ob¬ 
jectives of the Silver Purchase Act. A ratio between the value 
of silver stocks and gold stocks of 21 percent is still far from 
33.3 percent, and Herculean efforts have been required to raise 
it even that much from the 11 percent ratio which obtained at 
the time of the Act’s passage. (See Chart VII.) 

Of the goals which it was sought to achieve through the Sil¬ 
ver Purchase Act and through complementary policies of the 
Government, none has been reached except the increase in 
price to the domestic producer. But the international negotia¬ 
tions which had to be gone through, the loss of international 
prestige and goodwill, and the financial chaos perpetrated upon 
some of the foreign nations are too high a price to pay for such 
a subsidy to so small a group. While repeal of the Act is not 
absolutely necessary, at present, taking into consideration the 
discretionary nature of the power it gives the Executive and 
the laxity with which it has been prosecuted of late,^^ it would 
be desirable formally to repeal it. For should some succeeding 
Administration decide to carry out the law to its full extent, 
real havoc might ensue. Repeal of a law, however, demands 
initiative, and it seems unlikely that any one is interested 
enough to take the initiative needed to introduce a repeal reso¬ 
lution and thus to incur the disfavor of a few silver Senators 
and the silver interests. 

** Compare supra, p. 74. 
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THE CHANGED FEDERAL RESERVE NOTE 

The actions of the Roosevelt Administration with respect to 
Federal Reserve notes should not be considered of great sig¬ 
nificance as to that Administration's monetary policy. They 
were merely a continuation of what had been done under the 
previous Administration. Nevertheless, they are worth noting. 
The legislation undertaken as to Federal Reserve notes is in¬ 
teresting in that it was the forerunner of the currency-manipu¬ 
lation measures of a little more than a year later, and in that 
its enactment opened the way to further currency manipula¬ 
tion. It can not be said, of course, that what happened to Fed¬ 
eral Reserve notes in 1932 could have served at that time as an 
omen of what was to come. But analyzing the situation from 
hindsight, it becomes evident that those operations were only 
the first steps, halting it is true, toward definite manipulation of 
the currency in order to achieve some desired economic result 
outside the purely monetary field. 

THE ORIGINAL FEDERAL RESERVE NOTE 

Federal Reserve notes, it will be recalled, were the “elastic 
currency” provided by the Federal Reserve Act of December 
23, 1913. The volume of these notes was intended to expand 
and contract with business activity, and thus to remedy the 
most glaring defects of the national bank note issue, that of 
inelasticity and at times of perverse elasticity. The Federal Re¬ 
serve notes were issued by the Federal Reserve Board (now the 
Board of Governors of the Federal Reserve System), through 
the Federal Reserve Agent, in order to meet the currency re¬ 
quirements of the business community. The notes were fully 
backed by collateral,^ of which at least 40 percent had to be 

^“In addition to the collateral against Federal Reserve notes, the Federal Re¬ 
serve Banks must hold a 5 percent redemption fund in gold with the Treasurer 
of the United States for such Federal Reserve notes outstanding as are not 
covered by gold with the Federal Reserve Agents, and a 35 percent reserve in 
gold or lawful money against their deposits.” Federal Reserve Board, Annual 
Report, 1932, pp. 16, 17. 
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gold or gold certificates, against the Federal Reserve notes in 
actual circulation, and the remainder, up to 6o percent, could 
consist of eligible paper bought or discounted by the specific 
Federal Reserve Bank involved. Eligible paper included com¬ 
mercial, agricultural, and industrial paper, and paper secured 
by United States Government obligations rediscounted by mem¬ 
ber banks with the Reserve Banks, member bank collateral 
notes secured by eligible paper or by obligations of the United 
States Government, and bankers’ acceptances purchased by the 
Reserve Banks. If there was a deficiency of such paper, then 
gold had to be used as backing. 

INSUFFICIENCY OF ELIGIBLE PAPER 

During the course of the depression a paucity of eligible 
paper in some banks did develop,’^ and, as a consequence, the 
amount of gold necessary to serve as collateral for the Federal 
Reserve notes had to be increased. Indeed, the proportion rose 
so that at times the Federal Reserve notes were almost gold cer¬ 
tificates. The ratio of gold and gold certificates to notes issued^ 
rose from gi percent at the end of January, 1931, to 94 percent 
on July 31, 1931, a figure which has been equaled and even 
surpassed since then, but which was considered very high at 
that time. 

Furthermore, the increased hoarding of Federal Reserve 
notes, along with other types of currency, during this period, 
prevented the true “elasticity” character of the notes from mak¬ 
ing itself felt. That is, instead of the amount of Federal Reserve 
notes outstanding showing a decline during the depression, as 
it was theoretically supposed to do, it continued to expand. 
This expansion was caused not by business needs, obviously, 
but by the hoarding engendered by fear of the banking system 
and by the general business recession then in progress. 

Consequently, the Federal Reserve Banks had to find some¬ 
thing else to serve as backing for their notes, especially if there 

*True, the member banks could have rediscounted, with the Federal Reserve 
Banks, their own notes backed by Government obligations. But that would have 
made it more difficult, if not impossible, for the Reserve System to pursue its 
easy-money goal. 

•Notes issued, of course, total more than notes in circulation so that the ratios 
here quoted are understated to some extent. 
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should be an external drain of gold, such as was experienced in 
the autumn of 1931, and again in the spring of 1932.^ The 
amount of gold withdrawn in September and October, 1931, 
following upon England’s abandonment of the gold standard 
on September 21, 1931, amounted to $725,000,000. Although 
reversal of the outflow occurred in November and December, 
the monetary gold stock at the end of 1931 was $133,000,000 
less than at the beginning of the year. 

The net outflow of gold was resumed in January and Feb¬ 
ruary, 1932, during which months the United States lost $44,- 
000,000 and $62,000,000, respectively. It was at that time that 
there began to appear computations of the amount of “free” 
gold in the nation. The Federal Reserve Board gave an expla¬ 
nation as follows:^ 

Excess reserves and free gold.—It is on these provisions® of the 
law that calculations of the Federal Reserve Banks’ excess reserves 
and of their free gold were based. Excess reserves are the total 
reserves of the Reserve Banks less the 40 percent gold reserve 
against Federal Reserve notes and the 35 percent gold or lawful 
money reserve against deposits. Collateral requirements do not 
enter into the calculations of excess reserves. The term free gold, 
on the other hand, meant gold held by the Reserve Banks that was 
not required either as reserves or as collateral for Federal Reserve 
notes. 

Idle position of the Reserve Banks in regard to excess reserves 
and free gold since January 1929 is shown in the chart [not rc- 

* “During the fiscal year 1932 the resources of the Federal Reserve Banks 
were lirought to the support of the country’s banking system. Unprecedented 
demands upon our gold stock following the suspension of the gold standard in 
England in September, together with a continued domestic withdrawal of cur¬ 
rency, chiefly for hoarding, were met by the Reserve Banks through discount 
and open-market operations, but nevertheless the pressure upon our banking 
system was reflected in firm conditions in the money market at the end of 1931 
and the beginning of 1932. After the (urn of the year as constructive and 
remedial measures were formulated and brought into operation and as the 
Federal Reserve System at the end of February engaged in open-market purchases 
of United States securities on a large scale, money market conditions became 
easier. Reserve Bank rates, which had been increased during the autumn of 1931, 
were again reduced, as money rates in the open market declined. By the middle 
of September, 1932, short-term money rates in the open market were again at 
the low levels reached in the previous summer.” Secretary of the Treasury, 
Annual Report, 1932, p. 64. 

’^Annual Report, 1932, pp. 17, 18. 

•See supra, pp. 81, 82. 
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produced here], which indicates that when section 3 of the Glass- 
Steagall Act became effective the distinction between excess reserves 
and free gold lost its significance. 

On February 24, 1932, the Federal Reserve Banks had 

$1,392,000,000 of excess reserves, but as they did not have a suffi¬ 
cient amount of eligible paper available as collateral, $930,000,000 
of these excess reserves in the form of gold had to be pledged as 
collateral against Federal Reserve notes, in addition to $46,000,000 
required for the redemption fund, with the consequence that the 
gold not needed for these purposes amounted to $416,000,000. 

Among the factors combining to reduce the amount of “free” 
gold were the following: open-market purchases of Govern¬ 
ments by the Federal Reserve Banks; the low volume of accept¬ 
ances; the growth in the volume of Federal Reserve notes 
outstanding, due of course to hoarding; and the large volume 
of gold exports. 

PASSAGE OF THE GLASS-STEAGALL ACT 

With excitement bordering on panic, and after hearings and 
debates, it was decided to permit the substitution of Govern¬ 
ment securities for gold as collateral backing for Federal Re¬ 
serve notes, but only above the 40 percent gold minimum re¬ 
quired. The Bill, later passed as the Glass-Steagall Act, was 
introduced into the Senate by Senator Glass, and into the 
House by Representative Steagall. The Bill was signed by 
President Hoover and duly became law on February 27, 1932. 
Provisions in the Act, dealing with purely banking operations 
in contradistinction to its monetary aspects, will not be touched 
upon here. 

The last section of the Act, that dealing with the backing 
for Federal Reserve notes, states that “until March 3, 1933, 
should the Federal Reserve Board deem it in the public in¬ 
terest, it may, upon the affirmative vote of not less than a ma¬ 
jority of its members, authorize the Federal Reserve Banks to 
offer, and the Federal Reserve Agents to accept, as such col¬ 
lateral security [against Federal Reserve notes] direct obliga¬ 
tions of the United States.” 

It is thus seen that the Glass-Steagall Act did not change the 
100 percent collateral requirement, but merely changed the 
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type of collateral that could be eligible. Instead of only gold 
and ^‘eligible’’ paper, as previously. United States Government 
obligations also, even those purchased in the open market by 
the Federal Reserve Banks, could serve as Reserve-note backing. 

This provision did not broaden the lending facilities of the 
Reserve Banks, but it did increase their power to make open- 
market purchases of Governments. Thus they could offset the 
gold exports and the currency drains on the one hand, and 
increase member-bank reserves on the other. These reserves 
could be used either to repay borrowings at the Reserve Banks 
or to increase loans and investments. 

Following the passage of the Act, the Reserve Banks in¬ 
creased their holdings of United States Governments by about 
$1,000,000,000. During the same period, the outflow of gold 
amounted to $500,000,000, and member banks were enabled 
to reduce their borrowings from the Reserve Banks by $350,- 
000,000 and at the same time to raise their reserves by $200,- 
000,000. Thus the Federal Reserve Board was able to conclude^ 
that “the enactment of legislation that enables the Federal 
Reserve system to pursue a policy based on the assurance that 
in case of need not merely its ‘free gold' will be available, but 
practically its entire gold reserve in excess of legal require¬ 
ments, has resulted in strengthening the entire credit structure 
of the country and in increasing the system’s power to cooperate 
in the recovery of business.” 

United States Government securities were first pledged on 
May 5, 1932. The largest amount used as collateral at any one 
time during 1932 was $682,000,000 (on July 6), and the 
amount on December 31, 1932, had fallen to $428,000,000. At 
the end of May, 1932, $205,000,000 of Governments were held 
as collateral behind Federal Reserve notes issued. A month later 
the figure had jumped to $635,000,000, a month-end figure 
which was exceeded only during the Bank Holiday of 1933. 
At the end of March, 1933, Governments behind the notes to¬ 
taled almost $900,000,000 and were equal to 22 percent of notes 
issued. Neither of these figures has been approached since. 
Governments now total only $25,000,000, and represent but 

Federal Reserve Bulletin, March, 1938, p. 144. 
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one-half percent of notes issued. Indeed, the seeming ineffec¬ 
tiveness of the Glass-Steagall provisions, at present, is evidenced 
by the fact that on several occasions recently gold certificates 
behind notes issued were equal to more than loo percent of 
the notes issued. (See Chart IX.) But this view, that the amend- 
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ment is readily dispensable, is not concurred in by the Chair¬ 
man of the Board of Governors of the Federal Reserve System.® 

EXTENSION OF THE GLASS-STEAGALL ACT 

Before the year elapsed during which the original Glass- 
Steagall Act was to run its course. Congress extended the pro¬ 
visions to March 3, 1934, by an Act of February 3, 1933. A 
year later, when the new Administration was seeking all means 
possible to secure and maintain control of the monetary sys¬ 
tem, the appeal of the flexibility provided by the Glass-Steagall 
amendment to the Federal Reserve Act could not be resisted. 
On March 6, 1934, the Act was extended again, to March 3, 

®See next page. 
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1935, with the provision that the President could extend the 
term of its effectiveness for two years longer. As expected, the 
President did extend the period. On February 14, 1935, he 
issued a proclamation extending for the full two years allowed 
—that is, until March 3, 1937—the period within which the 
Federal Reserve Board could authorize the Federal Reserve 
Banks to offer and the Federal Reserve Agents to accept direct 
obligations of the United States as collateral security for Fed¬ 
eral Reserve notes, for that portion above the 40 percent 
amount of gold reserve required. 

On March 1, 1937, the President signed still another law to 
“extend the period during which direct obligations of the 
United States may be used as collateral security for Federal 
Reserve notes” to June 30, 1939. Chairman Eccles, of the Board 
of Governors of the Federal Reserve System, had made a plea 
on February 16, 1937, before the House Banking and Currency 
Committee, to continue this provision so that the Reserve Sys¬ 
tem would not be forced to adopt “a restrictive credit policy” 
leading to deflation. The reason he gave was that, due to the 
insufficiency of eligible paper, gold up to 100 percent would 
have to be used by some of the Federal Reserve Banks to back 
their notes, and since several of them lacked enough gold for 
this purpose they would be forced to sell their Governments. 
Fie said that this policy had no relation to the increase in re¬ 
quired reserves, nor would it conflict with the Treasury’s gold 
“sterilization” operations. 

GOLD CERTIFICATES REPLACE GOLD 

One more item should be mentioned with respect to Federal 
Reserve notes. That is the amendment substituting gold cer¬ 
tificates for gold as collateral for the notes. The Gold Reserve 
Act of 1934 amended the Federal Reserve Act (section 16) so 
as to make Federal Reserve notes redeemable only in lawful 
money. It also eliminated the use of gold (but not gold cer¬ 
tificates) as collateral for Federal Reserve notes, and required 
that reserves against Federal Reserve notes should henceforth 
be maintained in gold certificates instead. Also, reserves against 
deposits in Federal Reserve Banks were to be maintained in 
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gold certificates or lawful money instead of in gold or lawful 
money. In addition, the Act required the redemption fund of 
the Federal Reserve Banks, deposited with the Treasurer of the 
United States, to be in gold certificates instead of in gold, and 
that all deposits of Federal Reserve Banks and Federal Reserve 
Agents with the Treasurer were to be repayable in gold cer¬ 
tificates only and not in gold coins. Thus, the collateral behind 
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Federal Reserve notes now consists of the following only: gold 
certificates, eligible paper, and Government securities. 

INCREASING IMPORTANCE OF THE FEDERAL RESERVE NOTE 

The changing importance of Federal Reserve notes in the 
total monetary circulation in the United States is illustrated 
by the following figures on the proportion of the circulation 
represented by Federal Reserve notes: first quarter of 1932, 49 
percent; second quarter of 1935 (just preceding the beginning 
of the retirement of national bank notes), 58 percent; end of 
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1937, 65 percent. That is, Federal Reserve notes accounted for 
just under half the total monetary circulation in early 1932, 
and in the next five or six years rose to two-thirds of the cir¬ 
culation. Chart X shows the steadily rising trend of the pro¬ 
portion of these notes in the first five years of the period and 
stability in the last, which resulted from the increased circula¬ 
tion of silver certificates, as shown in Chart XII. Silver dollars 
and silver certificates constituted 7% percent of circulation at 
the end of the first quarter of 1932, and rose to 18 percent of 
total by December 31, 1937. 



V 


THE PASSING OF THE NATIONAL 
BANK NOTE 

One phase of the Roosevelt Administration’s currency policies 
with which no monetary economist can find fault is the aboli¬ 
tion of the national bank notes. The various shortcomings of 
the national bank notes, such as inelasticity, perverse elasticity, 
and the like, are too familiar to require comment here. 

Their abolition has been sought since the early days of the 
century, an operation which the passage of the Federal Reserve 
Act of 1913 seemed almost to guarantee. Far from such elimi¬ 
nation being a certainty, however, the circulation of national 
bank notes, which had amounted to $715,754,000 on June 30, 
1913, actually rose higher than that amount time and again 
during the twenties, and at the beginning of the depression 
of the thirties still stood at more than $650,000,000. The en¬ 
larged circulation during the three years beginning August, 
1932, was due to special circumstances, which are further de¬ 
scribed below. 

BONDS BEARING THE “CIRCULATION PRIVILEGE^' 

Until the depression there were only two series of United 
States bonds which bore the “circulation privilege”—the 2 per¬ 
cent Consols of 1930, and the two series of 2 percent Panama 
Canal bonds of 1916-36 and 1918-38. The 2 percent Consols 
of 1930 were “payable at the pleasure of the United States” 
after April 1, 1930. Because of their circulation privilege, how¬ 
ever, the Secretary of the Treasury announced, on December 
12, 1929, that they would not be called for redemption on April 
2, 1930, “the earliest date the option reserved to the United 
States may be exercised,” thus formally extending the term of 
their life indefinitely. 

Of the $646,000,000 of 2 percent Consols which had been 
issued, about $600,000,000 were still outstanding on June 30, 
1935. The 2 percent Panama Canal loans issued in 1906 and 
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1908 were redeemable after August 1, 1916, and November 1, 
1918, respectively, and were to mature on August 1, 1936, and 
November 1, 1938, respectively. The original issues of these 2 
percent Panama Canal bonds totaled $85,000,000, and on June 
30, 1935, $75,000,000 worth were still outstanding.^ 

EXTENDING THE CIRCULATION PRIVILEGE 

A “rider” to the Federal Home Loan Bank Act of July 22, 
1932, as an emergency measure, amended the National Bank 
Act by making all United States Government bonds bearing 
coupon rates up to 3% percent eligible as security for circula¬ 
tion of national bank notes. Thus, national banks which owned 
such Government bonds were able to obtain currency without 
selling or borrowing on these securities. This provision, how¬ 
ever, was to remain in effect for three years only, and auto¬ 
matically terminated on July 21, 1935. 

While theoretically the increased collateral thus made avail¬ 
able for backing national bank notes enlarged the potential 
national bank note issue by more than $3,000,000,000, actually 
only about $900,000,000 additional could be issued. This was 
because of the limitation with respect to paid-in capital stock.^ 
But even this $900,000,000 disturbed the Secretary of the Treas¬ 
ury. He admitted that the additional issue may have been help¬ 
ful in some localities, but he deplored the fact that the banks 
could issue an additional total amount up to $900,000,000. 
Under different business and economic conditions, he claimed. 


^ “T he 2 percent consols in tlic amount of $646,250,150 were issued between 
1900 and 1907 under the Act of March 14, 1900, in refunding a like amount of 
outstanding 3, 4, and 5 percent bonds. Under section 18 of the Federal Reserve 
Act $46,526,100 of the consols were refunded into 3 percent bonds and notes, 
reducing the amount outstanding to $599,724,050, the amount called. Two per¬ 
cent bonds, in the amount of $84,631,980, were issued under the Act of June 28, 
1902, to provide funds for the construction of the Panama Canal. These bonds 
were issued in two scries, $54,631,980, dated August 1, 1906 making up the scries 
of 1916—36, and $30,000,000, dated November 1, 1908, making up the series of 
1918-38. Under the Federal Reserve Act, $5,677,800 of the former and $4,052,600 
of the latter series were refunded into 3 percent bonds or notes, reducing the 
amounts outstanding to $48,954,180 and $25,947,400, respectively.” Secretary of 
the Treasury, Amiual Report, 1935, p. 22. 

^ ‘‘By this Act the circulation privilege was extended to an additional $3,089,- 
000,000 of United States bonds. At the end of the three-year period the notes 
issued against such bonds must be retired in an appropriate manner. The out- 
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the power of the banks to issue such an amount of additional 
notes would seriously interfere with the Federal Reserve Sys¬ 
tem's contact with the market and its ability to influence credit 
conditions. 

WITHDRAWAL OF THE CIRCULATION PRIVILEGE 
On March ii, 1935, the Secretary of the Treasury announced 
plans to retire the Treasury’s 2 percent Consols and the 2 per¬ 
cent Panama Canal loan bonds through the use of $642,000,000 
“free gold’’^ resulting from devaluation of the gold dollar. He 
called the 2 percent Consols of 1930 as of July 1, 1935, and the 
2 percent Panama Canal bonds as of August 1, 1935. Thus, as 
a result of this call, coupled with the expiration of the emer¬ 
gency amendment of July 22, 1932, all provision for national 
bank-note issue would cease by August 1, 1935. The retirement 
of these bonds and the expiration of the authority to use other 
bonds as backing for national bank notes would result in the 
eventual elimination of national bank notes as a medium of 
circulation and would accomplish a simplification of the cur¬ 
rency system of the United States. 

standing bond issues accorded the circulation privilege by the new legislation 
are the following: 

Outstanding June 30, 1932 
{In thousands) 


2^ percent postal savings bonds (3d to 42d series) $36,247 

3 percent conversion bonds of 1946-47 28,895 

3 percent Panama Canal loan of 1961 49,800 

3 percent Treasury bonds of 1951-55 800,422 

3^ percent Treasury bonds of 1946-49 821403 

3% percent Treasury bonds of 1940-43 352 >994 

3% percent Treasury bonds of 1941-43 544 » 9 i 7 

3% percent Treasury bonds of 1943-47 454^35 

Total $3,088,813 


“The maximum amount of national bank notes which may be issued under the 
new authorization is limited by the provision of the National Bank Act which 
precludes a national bank from issuing notes in excess of its paid-in capital. On 
June 30, 1932, the paid-in capital stock of active national banks was $1,570,000,000 
and national bank notes secured by United States bonds were outstanding in 
the amount of $670,000,000 leaving $900,000,000 as the additional amount of 
notes which may be issued under the new legislation.” Secretary of the Treasury, 
Annual Report, 1932, p. 72. 

® Gold-dollar devaluation “profit” not otherwise earmarked or used. Not to be 
confused with the “free gold” in the Federal Reserve System, prior to 1932. See 
p. 83. 
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The immediate steps in the process of retiring the national 
bank notes consisted in the assumption by the Treasury of lia¬ 
bility for those notes, as the national banks deposited funds 
with the Treasurer for their redemption. Theoretically the 
process was as follows. A national bank would take a Consol 
(say) to the Treasurer, turn it in and receive its money, and 
immediately give the funds it had received back to the Treas¬ 
urer for the latter to use in the redemption of that bank s out¬ 
standing notes. The bank thus wiped out a liability (national 
bank notes outstanding) by paying out an asset (Consols), 
leaving its net position unchanged. Actually, of course, some 
deposits were made with the Treasurer before the bonds were 
redeemed.'* 

The final stage in the actual redemption is as follows. When 
the Federal Reserve Banks ship unfit national bank notes to 
the Treasury for retirement, payment is made by a charge 
against the Treasury’s account at the Reserve Banks. As the 
Treasury replenishes its account at the Reserve Banks by de¬ 
positing gold certificates, based upon the gold increment aris- 

‘“Froni early in March, when the bonds were called, to the end of June 
[1935] national banks deposited with the United States Treasury about $410,- 
000,000 of funds, thereby transferring to the Treasury the liability for redeem¬ 
ing these notes upon return from circulation. During this period about $90,- 
000,000 of national bank note's were retired, largely as they became unfit for 
furtlier circulation and were returned to the Treasury. The difference between 
these two amounts, $320,000,000, represented funds temporarily placed at the 
disposal of the Treasury. These funds were not specifically earmarked but were 
placed in the general-fund balance of the Treasury. 

"The next stage in the elimination of national bank notes from the circu¬ 
lating medium of the country was the retirement of the bonds. On July 1, 
national banks which still had national bank notes outstanding against the 
pledge of consols were allowed to offset this liability against amounts due to 
them for redeemed consols and against balances remaining in their redemption 
fund with the Treasury applicable to these notes. Funds needed by the Treasury 
to redeem consols were acquired principally by withdrawals from depositary 
banks. As a result, these transactions were completed without any significant 
change in aggregate member bank reserve balances. The expiration of the tem¬ 
porary circulation privilege on July 22 necessitated the deposit of funds with the 
Treasury to cover the liability for national bank notes secured by these bonds. 
Since no bonds matured on this date the only offsetting item consisted of the 
relatively small balance remaining in the redemption fund applicable to notes 
outstanding against these bonds. Practically all of these transactions were com¬ 
pleted prior to July 22. The redemption of Panamas on August 1 required the 
same sort of transactions as the redemption of consols, but the amounts involved 
were much smaller." Board of Governors of the Federal Reserve System, Annual 
Report, 1935, pp. 27, 28. 
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ing from the revaluation of the dollar, retirement of the 
national bank notes is thus effected without reduction either 
in member bank reserve balances or in the Treasury’s cash 
balance. 

As explained above, part of the “profit” resulting from the 
reduction in the weight of the gold dollar was to be used for 
the retirement of the bonds bearing the permanent circulation 
privilege. But “in order to avoid any temporary alteration in 
the aggregate supply of money” by these operations, it was 
decided to deposit gold certificates against gold representing 
this part of the increment in the Federal Reserve Banks only 
as rapidly as approximately corresponding amounts of national 
bank notes were retired. These gold certificates would increase 
the reserves against which Federal Reserve notes could be is¬ 
sued in replacement of the national bank currency retired. 
Also, obviously, the excess-reserves situation, already beginning 
to show danger signals, would not be further aggravated. 

RETIREMENT OF NATIONAL BANK NOTES 

The disappearance of national bank notes from circulation 
has proved to be a slow process. On December 31, 1937, almost 
three years after the commencement of their final retirement, 
there were still outstanding almost $250,000,000 of national 
bank notes. (See Charts XI and XII.) True, they were tech¬ 
nically no longer the same national bank notes as those out¬ 
standing previous to mid-1935; that is, instead of being bond- 
backed 100 percent plus a 5 percent redemption fund, they 
were backed entirely by cash already turned in to the Treasury, 
which now became responsible for them. In fact, the Treas¬ 
ury’s non-interest-bearing debt, consisting mainly of the de¬ 
posits by the national banks for the retirement of their bank 
notes, was increased by $800,000,000 on this account in July, 
1935. By December, 1937, this figure had fallen to about $275,- 
000,000 indicating that only that amount of national bank 
notes and Federal Reserve bank notes was still in circulation 
and merely awaiting presentation to the Treasury to be re¬ 
deemed and permanently retired from the monetary system of 
the United States. 
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As stated above, the redemption of the bank notes was to be 
effected, in large part, through the proceeds from the increment 
resulting from the reduction in the weight of the gold dollar, 
i. e., from the gold-dollar devaluation “profit/’^ By December 
31, 1937, $618,000,000 had been utilized for this purpose. Also, 
while $250,000,000 of notes were still outstanding, there was 
left of the gold “profit” only about $160,000,000, indicating 
thus that the Treasury would have to draw upon its general 
funds to the extent of $90,000,000 in order to complete the 
redemption process. In addition, of course, there are the Fed' 
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eral Reserve bank notes which are also in process of redemp¬ 
tion. However, funds had already been deposited to take care 
of these redemptions, so that any draft upon the general fund 
will constitute merely repayment of moneys it had already 
borrowed, as it were, from the redemption fund. 

NATIONAL BANK NOTES REPLACED BY FEDERAL RESERVE NOTES 
AND SILVER CERTIFICATES 

The Secretary of the Treasury stated, when he made the 
bond-redemption calls, that the retirement of the national 

*For disposition of the “profit/' see supra, p. 29. 
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bank notes would simplify the currency issues of the United 
States.® He also said that Federal Reserve notes would soon 
replace the retired national bank notes, thus avoiding any net 
change in the total of money in circulation. The Secretary of 
the Treasury, deliberately or otherwise, forgot to state that a 
large part of the gap in the currency which might have resulted 
from the redemption of the bank notes would be filled in by 
the silver certificates then in process of being issued. This type 
of currency in circulation rose from close to $400,000,000 on 
June 30, 1934, to more than $1,100,000,000, on December 31, 
1937, while national bank notes had fallen during that same 
period from $900,000,000 to $250,000,000. Federal Reserve 
notes too had risen, from less than $3,100,000,000 on June 30, 
1934, to almost $4,300,000,000 on December 31, 1937. Thus 
the retirement of national bank notes may theoretically be said 
to have been offset by the increase in silver certificates, while 
the increase in the total volume of money in circulation, of 
$1,190,000,000, was met in largest part by the increase in Fed¬ 
eral Reserve notes outstanding. (See Chart XII.) 

With the passing of the national bank notes, the United 
States lost much of the difference between the national banking 
system and the state banking systems. Except for automatic 
membership in the Federal Reserve System, different exam¬ 
ining boards, and more or less different standards of exami¬ 
nation, appraisal, and the like, the main point of differentiation 
between the national banking system and any strict state bank¬ 
ing system, as in New York State, was formerly the privilege 
of currency issue. The power to receive time (savings) deposits, 
the authority to engage in trust and fiduciary operations, and 
the privilege to engage to some extent in real-estate financing, 
were enjoyed by national banks as well as by the specifically 
state-chartered institutions. Only as regards the note issue did 
they diverge. An obvious question now relevant is what is the 
use of the two, or one might say, the fifty commercial banking 

® “National bank notes, which have been an important part of this country’s 
circulating medium since the establishment of the national banking system in 
1863, are now being gradually retired from circulation. Their eventual disap¬ 
pearance will constitute a step in the simplification of our currrency system.** 
Secretary of the Treasury, Annual Report, 1936, p. 46. 



PASSING OF THE NATIONAL BANK NOTE 


97 


systems? Why not unify and make only one system, and that a 
federally chartered and controlled one, for all states and the 
District of Columbia? However, this problem is outside the 
scope of this study. I merely wished to mention it, without at¬ 
tempting to suggest any approach to, or actual solution of, the 
problem. 

Although the step taken by the Administration with respect 
to national bank notes was one which had been sought for a 
long time by monetary economists, it was not a major move in 

Chart XII 

Money in Circulation, by Types 
(At End of Each Month. Outside the Treasury and the Federal Reserve Banks) 
BILLIONS OF DOLLARS BILLIONS OF DOLLARS 



Source: United States Treasury Department. 

the Administration’s monetary policies. True, it tended to cen¬ 
tralize direct control of the currency still more in the Federal 
Reserve System, but the increased issuance of silver certificates 
acted somewhat as an offset by permitting a certain amount of 
control to the Treasury. On the other hand, though, in a na¬ 
tion whose chief means of payment consists of check and de¬ 
posit currency, monetary management is effected not only 
through control of monetary and currency paper, but also 
through control of the credit machinery. 








VI 

FEDERAL RESERVE BANK NOTES AND 
OTHER MISCELLANEOUS CURRENCY 

From the very start, Federal Reserve bank notes seem to have 
been an emergency currency. They were first issued in 1916. 
The Secretary of the Treasury reported that on February 1 of 
that year there were outstanding $1,000,000 of Federal Reserve 
bank notes. By June 30, $1,683,000 were outstanding. They 
became of real importance, however, only with the passage of 
the Pittman Act of 1918.^ That Act authorized the conversion 
of silver coin into bullion, in order to provide silver for export 
balances to ship to the Orient. 

The melting-down of the bullion necessitated the withdrawal 
of silver certificates from circulation. These were replaced by 
Federal Reserve bank notes of the same value, backed by short¬ 
term Federal Government obligations. The total amount of 
certificates retired was about $250,000,000. After the war 
emergency, the Treasury was to retire the Federal Reserve bank 
notes by purchasing silver and issuing silver certificates in their 
stead, to the amount of silver melted down in the interim. This 
was done during the period extending to mid-1923, when the 
Treasury completed its purchase of Pittman Act silver. 

The Federal Reserve bank notes were expected to die a lin¬ 
gering death, and by June 30, 1932, seemed well on the way to 
extinction. On that date, $2,746,000 only were still outstanding. 
But the Emergency Banking Act of March 9, 1933, changed 
the picture entirely by broadening the authority of the Federal 
Reserve Banks to issue such notes. 

The backing for these bank notes was provided under what 
was known at the time as the “cats and dogs” clause, because 
it permitted almost anything to serve as backing, not excepting, 

'Act of April 2, 1918: “An Act to conserve the gold supply of the United 
States; to permit the settlement in silver of trade balances adverse to the United 
States; to provide silver for subsidiary coinage and for commercial use; to assist 
foreign governments at war with the enemies of the United States; and for the 
above purposes to stabilize the price and encourage the production of silver.” 
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perhaps, even the “paper on the wall/’ The Federal Reserve 
bank notes issued under authority of this Act could be issued 
against any direct obligations of the United States, or against 
the security of any notes, drafts, exchanges, or bankers’ accept¬ 
ances. The issue backed by the former could amount to lOO 
percent of the collateral, while notes backed by the latter were 
allowable only up to go percent of the estimated value of the 
collateral tendered. 

The amount of Federal Reserve bank notes in circulation 
rose from $3,000,000 on February 28, 1933, to a month-end 
peak of $208,000,000 on December 31, 1933. The gradual re¬ 
tirement since then has resulted in an outstanding total of 
little more than $30,000,000, on December 31, 1937. (See 
Chart XII.) Even these, moreover, have all had money de¬ 
posited with the Treasurer of the United States for their re¬ 
demption when they are turned in from circulation. 

It is difficult to understand the reasoning behind the authori¬ 
zation of the issue of Federal Reserve bank notes. Federal 
Reserve notes, under the Cdass-Steagall amendment to the Fed¬ 
eral Reserve Act,^ could be issued against United States obliga¬ 
tions, and even before that amendment—that is, under the 
Federal Reserve Act as originally passed—they were issued 
against eligible commercial paper. Hence, they differed from 
this new type of Federal Reserve bank notes, if at all, only in 
the probable ease and laxness which was expected to attend 
their issue. Of course, the state of panic which prevailed 
throughout the nation in the first week and a half of March, 
1933, gave birth to many superfluities and the new Federal 
Reserve bank notes were probably but one, and only a minor 
one, in a long line of such excesses. 

The final retirement of Federal Reserve bank notes again 
seems on the road to consummation, but any slight emergency 
might easily call a halt to this process. It is unlikely that there 
will be such need, hoAvever, especially in view of the recurrent 
extensions to the active life of the Glass-Steagall amendment 
of 1932 and the ever-increasing importance of the silver cer¬ 
tificates. 


“See supra, p. 84, et seq. 
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TREASURY NOTES OF 189O 

The Treasury notes of 1890 are secured dollar for dollar by 
standard silver dollars held in the Treasury. These notes are 
being retired and canceled upon receipt by the Treasury, ac¬ 
cording to a statement by the Secretary of the Treasury. Of 
late they have been of small significance in our monetary sys¬ 
tem. At no time since 1916 has their total issue amounted to 
even $2,000,000. As of December 31, 1937, there were only 
$1,170,572 still outstanding. The Roosevelt Administration had 
originated no definite policy in regard to these notes, merely 
redeeming them as they came in. Then again, the silver cer¬ 
tificates now issued match them in almost every respect, differ¬ 
ing only as to name, and as to date of issue. 

THE ‘‘greenbacks'' 

The United States notes, or '‘Greenbacks," totaling $346,- 
681,016 now outstanding, must be reissued when redeemed. 
They are backed by a gold reserve of $156,039,430.93. This 
gold reserve also stands back of the Treasury notes of 1890, 
but the latter provision is of no significance because of the 
silver reserve behind those notes. United States notes were first 
authorized by the Act of February 25, 1862, and subsequent 
acts either increased the amounts permitted to be outstanding 
or halted their redemption, a process which the Treasury had 
been vigorously pursuing. The total amount authorized to be 
outstanding at any time was $450,000,000. The greatest amount 
outstanding at any one time, $449,338,902, was reached on Janu¬ 
ary 30, 1864. Two laws, one passed in 1866 and one in 1868, pro¬ 
vided for the gradual retirement of these notes. An act in 1873, 
however, directed the reissuance of $26,000,000 “in response 
to popular demand." The Resumption Act of 1875 ordered a 
reduction in outstanding to $300,000,000, but in 1878 Congress 
ordered that process to cease, and that the Treasury reissue 
notes upon their redemption. At that time $346,681,016 was 
outstanding, and this amount has continued to the present. 
(See Chart XII.) 

The New Deal Administration appears to have missed a good 
opportunity to rid the nation of these notes, and thus to fur- 
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ther the ‘‘simplification of the currency,” as it enthusiastically 
did with national bank notes. The Administration’s decision 
to continue tfiem in existence may have rested upon the fact 
that the Treasury would have had to lay out $190,641,585.07 
for redeeming that portion of the United States notes not 
backed by gold. This would have been a small price to pay, 
however, to get rid of the notes. Indeed, some of the seigniorage 
from silver, or the remainder, if any, of the “profit” from gold 
dollar devaluation could very well have been used for this 
purpose, without even disturbing the ordinary finances of the 
Government. Also, the gross public debt would have been cut 
by the amount of the issue. 

In connection with United States notes, mention should be 
made of a provision in the “Thomas” Inflation Amendment 
of May 12, 1933. This provision has not been made use of as 
yet. It authorizes tlie issuance of United States notes as pure 
fiat currency up to $3,000,000,000, if the Federal Reserve Sys¬ 
tem should not “cooperate,” when requested, by purchasing 
an additional $3,000,000,000 of United States obligations in 
the open market in furtherance of the aims then current- 
greater monetary circulation, therefore higher prices, therefore 
recovery. As stated by the Secretary of the Treasury,^ 

The [amendment] gave broad authority lo the President, upon 
determination of the existence of certain conditions, to require the 
Secretary of the Treasury to enter into agreements with the Federal 
Reserve Banks and the Federal Reserve Board for the purchase of 
additional United States obligations in an aggregate sum of 
$3,000,000,000 and, under certain conditions and limitations, to 
require the issuance of United States notes—not to exceed 
$3,000,000,000 to be outstanding at any one time—for the purpose of 
meeting maturing Federal obligations and of purchasing interest- 
bearing obligations of the United States. 

This provision would have little practical interest except for 
a statement by a member of the Board of Governors of the 
Federal Reserve System. Mr. Chester C. Davis, in a speech to 
the Montana Bankers’ Association, on June 25, 1937, posed 
the following as one question, among many others, “about 

•Secretary of the Treasury, Annual Report, 1933, pp. 25, 26. 
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which people ought to be thinking“Should the government 
abandon the almost universal practice of issuing interest- 
bearing bonds when it borrows on credit, and turn to the issu¬ 
ance of non-interest-bearing notes in their stead?” Thus he 
seemingly advocates the substitution of currency issues for 
bonds and other interest-bearing obligations in order, for exam¬ 
ple, to finance a deficit by fiat money. But this is a rock upon 
which any fiscal and financial system will come to wreck. 
Whether anything will come of such a suggestion remains to 
be seen, but its mere utterance by a responsible member of the 
agency which is supposed to control the banking and credit 
structure of the nation indicates, apparently, that it was not 
without significance, and thus merits attention and more than 
passing thought. 



VII 

APPRAISAL OF THE MONETARY POLICIES 


When viewed in the mass, the monetary policies of the United 
States in the years 1932 to 1937 appear to be but a conglomerate 
of short, staccato steps. The steps have not always been taken 
in the same direction, even though the policies underlying 
them did allegedly have in view some rather vague goals con¬ 
nected with price-raising and with recovery in internal activity 
and foreign trade. Some of the steps taken were definitely aimed 
at these goals, while others were taken in exactly the opposite 
direction. In justification it can perhaps be said that the exi¬ 
gencies of the moment demanded certain steps, and that the 
steps were but fluctuations, as it were, about a main line of 
trend. Some of the drives toward the goals may be said to have 
gone a shade too fast, and thus were above the main line of 
trend, while others were too slow, and thus below the trend- 
line. Although it would be intellectually satisfying to be able 
to accept this reasoning sequence, it would be straining a point 
to do so. 


POLITICAL PRESSURE 

Each step in the monetary field was taken not only as part 
of the general striving toward the goals enumerated above, but 
also as a result of political prodding by one or another pressure- 
group. These pressure-groups at times were composed of agri¬ 
culturalists, then of silver speculators, then of foreign traders, 
and so on. It may be true that a democracy can function only 
with the assistance of such pressure-groups. But one cannot 
complacently condone the brushing aside of expert and studied 
advice, and the acceptance of counsel from minority groups, 
all of which have an axe to grind. That the present Adminis¬ 
tration has been especially prone to accept such biased advice 
is seen by its actions in the monetary field, which show plainly 
how first one pressure-group held sway, to be replaced by an¬ 
other, which in turn would be scrapped for still another. 
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MONEY IN A PRICE-PROFIT ECONOMY 

The importance of the monetary system in a business and 
profit economy, such as obtains in the United States, should 
give one pause before undertaking to tamper with it as a means 
of securing some desired economic end. True, if the right rem¬ 
edy be applied the success would undoubtedly be great, but the 
chances of failure also are very great. History is replete with 
examples of well-intentioned attempts to use monetary means 
to cure all economic ills. Definite promise may have been made 
that such means were going to be used in moderation only and 
would not be allowed to over-reach the limit of tolerance—still 
less even to approach the devastating stage of affairs on the 
other side of that limit. But, time and again, that limit was 
reached and passed. Examples are so many and so well-known 
that even the citing of them would be useless repetition. 

While not denying the all-pervading importance of the 
monetary system, it should not be forgotten that other phe¬ 
nomena also assume a significant part in motivating the econ¬ 
omy. In addition to financial factors other than monetary, 
there are technical, industrial factors to be considered, as well 
as the stage of industrial progress. Nor can the state of political 
and international affairs be dismissed. Hence, it is difficult to 
conclude that manipulation of only one phase of this total 
economic set-up—for example, the monetary phase—can result 
in setting aright a whole economic system which has gone 
awry. Should an attempt be made to control the total economy, 
then obviously the monetary branch must be controlled too, 
in order to render effective the correlative controls. But that 
is not what the extremists of the monetary manipulators desire. 
They believe that by changing the numbers upon the nation’s 
coin and currency a central authority can, at will, move the 
economic structure in toto. 

When the Roosevelt Administration took over the reins of 
Government in March, 1933, the financial paralysis in the na¬ 
tion was symbolic of the general house cleaning needed in the 
banking and financial parts of the economic structure. The 
stress of events at the time called for immediate action of some 
kind. The form of action most readily at hand was the tempo* 
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rary closing-down of the whole financial system in order to give 
the new Administration opportunity to develop more nearly 
permanent remedies. One may or may not agree that such 
wholesale closing was the best action to take, but, right or 
wrong, it did focus attention upon the inherent disabilities and 
weaknesses of the system. The fault that the author finds in 
that step is that it opened too free a way for later monetary 
manipulation. Under the plea of emergency, fundamental 
changes were made in the monetary structure, changes which 
should have been made, if at all, only after carefully considered 
study and with as little haste as possible. But the widespread 
activities of the Roosevelt Administration in the monetary field, 
during only the first year and a half of its rule, touched upon 
all but the most minor types of money—that is, it touched upon 
gold, silver, Federal Reserve notes. Federal Reserve bank notes, 
national bank notes, and United States notes. Only the Treasury 
notes of 1890 and the subsidiary coinage were neglected in the 
general overhauling. 

APPRAISAL OF THE GOLD POLICY 

The gold embargo first imposed under the Proclamation of 
March 6, 1933, was an emergency measure and should have 
remained so. Its continuance after the first few days or weeks 
of the emergency was undesirable, and in view of the happen¬ 
ings since January, 1934, this continuance is seen to have been 
entirely unnecessary. The gold export embargo, in fact, has no 
place in the United States; rather would it have been prefer¬ 
able during the period under review to place an import em¬ 
bargo. 

The calling-in of gold by the Federal Government was prob¬ 
ably a good thing. If gold is so valuable, and if, over the long 
period, it is becoming comparatively scarce, then it is just as 
well that it be preserved from wearing out or disappearing in 
any other way, especially when paper and other forms of cur¬ 
rency are able to assume the monetary functions more cheaply 
and as efficiently. 

The professed main reason for varying the price of gold and 
devaluing the gold dollar was “to restore commodity price 
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levels,” and upon restoration of the level, “to establish and 
maintain a dollar which will not change its purchasing and 
debt-paying power during the succeeding generation.” An 
added excuse was “to protect the foreign commerce of the 
United States against the adverse effect of depreciated foreign 
currencies.” 

Wholesale commodity prices did rise—by 47 percent, from 
February, 1933, to April, 1937. But one-third of the rise had 
occurred in the early summer months of 1933, after which a 
rather slow but comparatively steady increase was experienced 
until early 1937. Toward the middle of 1937, commodity prices 
began to decline and at the end of the year were 7 percent 
below the high. The recent decline in commodity prices is thus 
seen to have taken place concurrently with the business reces¬ 
sion of the autumn and winter of 1937-1938; and it took place, 
too, with no change in the mint price of gold. Prices have risen 
throughout the world, also, but United States monetary policy 
cannot be given all tlie credit for increasing world prices, or 
even for the increasing^ American price level. 

Agricultural prices rose partly as a result of a series of devas¬ 
tating droughts which occurred not only in the United States, 
but also in other nations. In addition, restricted production in 
pursuit of Agricultural Adjustment Administration policies, 
coupled with actual destruction of food and other agricultural 
products, were bound to have price repercussions. 

Industrial prices rose not because of the gold policies, but 
the rise stemmed rather from National Industrial Recovery Ad¬ 
ministration policies, which, among other things, increased 
costs; then too, world-wide industrial recovery also stimulated 
industrial prices. Industrial recovery in the United States until 
recently had gone on apace, too, but increasing the price of 
gold cannot be credited with being the motivating force. It ap¬ 
parently did not head off the 1937-1938 recession. 

Foreign trade has shown some recovery from depression lev¬ 
els, but the amount of recovery which is due to gold manipula¬ 
tion is probably not measurable. Especially is this so when 
consideration is given to the defense measures undertaken by 

^ Until April, 1937. 
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Other nations to protect their own foreign trade. Among such 
measures have been competitive currency depreciation, tariff 
increases, imposition of quotas, embargoes, anti-dumping laws, 
sumptuary regulations, extreme sanitary regulations, exchange 
restrictions, blocked currencies, bilateral trade treaties, clearing 
agreements, rearmament policies, and the like. Also, on the side 
of increasing American foreign trade, the Administration’s 
trade treaties should be given some of the credit. But they were 
not effected through monetary manipulation. 

The broad conclusion as to the gold policy seems undeniable 
that none of the objectives sought was accomplished, at least 
not through gold adjustment and readjustment. True, price 
and economic recovery have occurred, but the influences re¬ 
sponsible are some distance removed from gold manipulations. 

A problem raised by increasing the price of gold, which over¬ 
shadows ^vhatever small benefits may have occurred, is seen in 
the phenomenal gold importations into the United States. In 
the four years beginning with February, 1934, net gold imports 
into the United States totaled well over $5,000,000,000. The 
situation was especially acute because of the excess-reserves sit¬ 
uation. At the beginning of 1936, member banks of the Federal 
Reserve System reported $3,000,000,000 in excess reserves. By 
the end of that year, even after the 50 percent increase in re¬ 
quired reserves on August 15, 1936, there was still a $2,000,- 
000,000 excess. 

One way in which the Treasury attempted to offset the 
growth in excess reserves, and of course in the enormous po¬ 
tentialities of credit inflation, was to “sterilize” gold purchases, 
from imports and from domestic mines. Instead of giving the 
Federal Reserve Banks gold certificates in exchange for gold, 
the Treasury in effect gave Treasury bills, and in this way re¬ 
frained from building up the general bank-credit base. This 
procedure has turned out to be not without cost. In the year 
following the commencement of “sterilization,” the Treasury 
reported more than $1,000,000,000 worth of gold in its “inac¬ 
tive fund.” (See Chart III.) In other words, an increase in the 
interest-bearing debt took place for this purpose and to that 
amount. Even if the “inactive fund” should be maintained at 
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only that amount, and not be increased any further,^ and as¬ 
suming the continuation of an interest rate equal to the average 
interest rate on outstanding debt (which at the end of Decem¬ 
ber, 1937, amounted to 2.568 percent) the Treasury would 
be paying out around $30,000,000 per year in order to “ster¬ 
ilize’' gold. The average rate on bills, even though only between 
% and 1 percent, would entail an annual charge on the budget 
ranging from $5,000,000 to $10,000,000. The Treasury could 
avoid this dilemma to some extent by low^ering its buying price 
for gold to less than $35.00 per ounce, and thus could discour¬ 
age some of the gold import. Such a procedure would not affect 
the gold dollar, but would merely change the world price of 
gold as far as United States Treasury purchases were concerned. 
True, it would set up two separate categories for gold—open- 
market gold, and monetary gold. But that would be no different 
from the situation with respect to silver, which is in three sepa¬ 
rate categories—open-market, newly mined domestic, and “na¬ 
tionalized.” 

The gold policies of the Administration have failed signally 
to reach the goals set up, and have instead raised problems even 
more dangerous and difficult of solution. Instead of correcting 
the maldistribution of gold, they have aggravated it still more, 
and have made the United States an even greater dumping- 
ground for the world’s needed gold. It still remains to be seen 
whether the United States will be burdened with the whole 
world’s supply of precious metals—that is, whether other na¬ 
tions will decide to abandon gold (or silver) permanently as a 
monetary standard. Such an eventuality is unlikely, but none¬ 
theless its possibility should not be too summarily dismissed. 

APPRAISAL OF THE SILVER POLICY 

The alleged purposes for the Government’s undertaking of 
the silver policies were to raise prices and to restore foreign 
trade. As noted above, these same objectives were offered to 
justify the gold policy. They proved as difficult of accomplish¬ 
ment in the one case as in the other. As in the case of gold, the 

*Cf. supra, p. 38. 

“Including long-term Treasury Bonds, as well as Treasury Bills. 
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silver producer now gets a higher price for his product than he 
would in a free open market. Consequently the United States 
has become the sink not only for the world’s gold, but also for 
its silver. Just how far this Midas-like policy can proceed is 
questionable. If all the rest of the world becomes dependent 
upon the United States for its monetary reserves, whether they 
consist of gold or of silver, it may decide to abandon the idea 
of any metallic base at all, and openly and frankly go over to a 
permanent, managed standard—a standard which could be so 
managed that the United States would find its gold and silver 
quite oppressive. 

Although the steps taken on behalf of silver were allegedly 
for monetary purposes, their effects in that direction have been 
of little significance.. True, the nation’s currency has been 
watered by the inclusion of silver at a price almost three times 
its value in the open market. But that is not much worse than 
in the case of Federal Reserves notes, say, which are backed 
partly by over-valued gold and partly by Government securities 
which are redeemable in other types of paper only. In its mone¬ 
tary aspect, then, silver is just one of several “currency-dilution” 
items. Uo^vever, the fact that the issuance of silver certificates 
has to date just about equaled the quantity of national bank 
notes retired,^ is some apology, however small, for their issu¬ 
ance as a means of preventing a contraction of the circulating 
currency. 

The really effective results of the silver policy were felt by 
the domestic miner and by foreign nations, the former to his 
benefit and the latter to their detriment. The Government’s 
gift to the miner, and the financial disturbances imposed upon 
foreign nations, were fully discussed in the section on silver 
and need not be repeated here.® 

The broad conclusion on the silver policy too is that none 
of the objectives sought was obtained. Instead, results devel¬ 
oped which were not even thought of, much less mentioned, 
by the advocates of the policy. One result was, of course, the 
domestic subsidy to the silverites, a gift pure and simple. The 


* As pointed out supra, p. 96. 
“See supra, p. 77, et seq. 
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Other was the disruption in the financial machinery of several 
friendly nations. While some partial relief might now be ob¬ 
tained through outright revocation and repeal of the silver 
policy, so much damage has been done already that even such 
relief would be late and of little help. 

APPRAISAL OF THE OTHER MONETARY POLICIES: 

FEDERAL RESERVE NOTES 

For Federal Reserve notes, the first changes occurred during 
the Hoover Administration with the passage, on February 27, 
1932, of the Glass-Steagall amendment to the Federal Reserve 
Act. By permitting the substitution of Government obligations 
for gold, as collateral for Federal Reserve notes above the 40 
percent minimum gold required, the first step toward currency 
manipulation was taken in this country in recent years. What¬ 
ever the merit of the amendment at the time of its passage, it 
is ineffective now. Because of the upward revaluation of gold, 
and as a result of the enormous gold influx, there is little need 
to use anything but gold as backing. Indeed, time and again in 
the recent past the gold coverage for the volume of notes as a 
whole topped 100 percent. (See Chart IX.) However, in order 
to be prepared for some future emergency, it might be just as 
well to keep the Glass-Steagall provision. But why not frankly 
make it a permanent part of the Federal Reserve Act, instead 
of extending it time and again as a temporary measure, now 
for one year, now for two? 

It is deplorable, though, that a currency which was created 
to fluctuate with the ebbs and flows of business, as reflected in 
bills, acceptances, and other available eligible paper, has now 
potentially become but another national bank note which can 
be backed to a large extent (60 percent) by Government obli¬ 
gations instead. It may be argued that the fact that business 
concerns now finance themselves chiefly through the stock and 
investment markets, rather than obtain their financing from the 
commercial banks, spells the doom of commercial banking; 
and, consequently, that Federal Reserve notes with the attrib¬ 
utes of an elastic currency, reflecting the needs of business and 
oscillating with those needs, have no vital function to perform 
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in our modern monetary system. That question is beyond the 
scope of this study, but it does give rise to a whole series of 
questions whose answers would be helpful in appraising the 
Government’s monetary policies of the past few years, both as 
to aims and as to future consequences. 

If, perchance, the Glass-Steagall amendment should finally be 
allowed to expire in 1939, its present legal expiring date, then 
the Federal Reserve notes will return to their original status. 
The trend of thought in the present Administration’s policy, 
however, seems weighted strongly against allowing the amend¬ 
ment to lapse. Current policy suggests, rather, a continuation of 
the process of pushing ahead the ultimate expiry date of this, 
as of other, monetary legislation. 

FEDERAL RESERVE BANK NOTES 

Federal Reserve bank notes are generally an emergency cur¬ 
rency, and their issue ^vas usually resorted to when other types 
of currency could not be obtained readily enough. There was 
little need for this particular type of currency, even in an emer¬ 
gency, and the earnest hope of most monetary economists is 
that these notes will be buried once and for all. Also, in view 
of the wide powers now available to issue Federal Reserve 
notes, the functions of these bank notes seem to have disap¬ 
peared entirely. 


NATIONAL BANK NOTES 

When the bonds backing the national bank notes were called, 
it was stated that the procedure was being undertaken in order 
to “simplify” the currency. That may have been one of the 
reasons. Another probable reason was that by retiring these 
notes through using the remaining gold dollar devaluation 
“profit,” the portion of the “profit” which was still free at that 
time, and which was a temptation to some of the inflationary- 
minded Congressmen, would be taken out of their reach, since 
it would be earmarked for the retirement of the national bank 
notes. With both these objectives, I believe, no economist can 
find fault. 

National bank notes were useful for the first half-century or 
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so of their existence after their establishment in 1863. Many 
disadvantages, however, became apparent by the early years of 
the new century. But the deathblow supposedly struck them 
by the Federal Reserve Act of December 23, 1913, required 
more than two decades to take effect. The need for these notes 
disappeared with the advent of Federal Reserve notes. In addi¬ 
tion, the trend in the increased uses of deposit currency also 
obviated some of their functions, just as deposit currency may 
supplant other types of paper currency still in existence, except 
of course for small-change purposes. 

UNITED STATES NOTES 

If the Treasury was so intent upon simplification of the cur¬ 
rency, it is somewhat surprising that it did not abolish the 
United States notes too. These notes are of small importance 
in any case, and no major change in policy would be necessary 
to get rid of them. It may be hoped, though, that in the not- 
too-distant future they too will be eliminated. Then the paper 
currency of the United States will consist of only two types— 
Federal Reserve notes and silver certificates.® It is too much to 
expect, of course, that silver certificates will ever be eliminated, 
leaving thus only one type of paper currency—Federal Reserve 
notes. 

CONCLUSIONS 

The monetary policies of the United States, on the whole, 
have failed to accomplish the objectives set for them. The gold 
policies increased our monetary troubles instead of lessening 
them. The silver policies reacted harmfully upon the rest of 
the world, and gave us no compensating benefits. Federal Re¬ 
serve currency is no longer the reflector of business activity, 
expanding and contracting with trade as it was originally in¬ 
tended to do. True, its volume can vary according to demand, 
but that demand can arise from business activity, hoarding or 
any other cause, whether it elicit self-liquidating commercial 
paper or not. 

Only as regards minor currency has anything of significance 

® Gold certificates, in practice, serve oply as asset items in the Federal Reserve 
Banks, for currency and deposit backing. 
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and benefit been accomplished. Bank notes, both national bank 
notes and Federal Reserve bank notes, seem definitely on the 
way to extinction—a very desirable process. 

The present currency situation in the United States can be 
summed up as follows. We are on a so-called “streamlined*' 
gold standard, that is, a gold standard which can go up, down, 
or sidewise with little, if any, friction. Such a gold standard is, 
in reality, a managed currency standard and not a gold standard 
at all. We are also on somewhat of a silver standard; that is, we 
accept all the newly mined domestic silver offered to the Treas¬ 
ury, purchase some silver in world markets, and issue silver 
certificates. This phase of the Administration’s monetary poli¬ 
cies, which could have been allowed to expire on December 31, 
1937, was extended instead. It will thus continue to give our 
currency a surfeit of silver seasoning. We are also on a re¬ 
stricted bimetallic standard, with both gold and silver as part 
of our standard money. 

The real fact of the matter is that we are on no fixed cur¬ 
rency standard at all. Whatever the basis of our twenty-four- 
hour operations, it is not gold, nor silver, nor a combination 
of the two. 

Our circulation is not an automatic, self-adjusting currency. 
As for its being a managed currency, we do not know upon 
what principles it is being managed. The nation’s currency is 
indeed on a day-to-day basis with no definite, fixed objective, 
no commonly known standard of operation, and no underlying 
permanent policy. 

PROPOSALS AND RECOMMENDATIONS 

Now that we have reviewed the monetary policies of the 
United States Government for the period 1932 to 1938, it 
might be well to make a few recommendations as to future 
policy. Assuming the situation as it now is, and without hope¬ 
less wishing for a dead past, the question may be asked: Just 
what should be done to promote confidence in the currency 
and to prevent further watering? 

First, of course, is the gold glut problem. It should now be 
possible to resume the full gold standard in international deal- 
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ings. That is to say, gold should be permitted to move freely 
into and out of the nation, without penalty or need for license, 
pleas, affidavits, or other hindrances. It may be well to limit 
internal gold movements, but this should be done informally 
rather than by stringent legislation. I do not advocate return 
to the gold dollar of the pre-devaluation period, for on the one 
hand that would be asking for what is politically impossible; 
on the other hand, the fact that, after four years, the business 
system has more or less adjusted itself to the new currency, 
makes a reversion economically undesirable as well. 

The President’s po^ver to change the weight of the gold dol¬ 
lar should not be extended when it expires on June 30, 1939. 
The dollar ought permanently to be left at its present weight. 
The exchange stabilization fund should not be given another 
lease on life after its expiry, also on June 30, 1939. Interna¬ 
tional commercial and financial relationships should be deter¬ 
mined by the businessmen themselves, and should not be de¬ 
pendent upon governmental whim. 

Repeal of the Silver Purchase Act is desirable. Subsidies to 
non-essential industries, as silver mining, should be abolished, 
even under the guise of monetary policy. Agreements which the 
United States has with China, Mexico, and Canada, to ex¬ 
change gold or dollar balances for silver, are unnecessary, and, 
with repeal of the Silver Purchase Act, should be allowed to 
lapse. Although it has been asserted that these international 
monetary relationships are free from political implications, 
such repercussions are entirely within the realm of dangerous 
possibility.'^ 

The Glass-Steagall amendment to the Federal Reserve Act 
either should be repealed or should be made a permanent sec¬ 
tion of the Act. Although it is not an indispensable section of 
that Act, it will, for the most part, be more or less innocuous, 
so that it might just as well be left a part of the law as re¬ 
moved. It might possibly serve to bolster confidence, during 
some future emergency. 

^Witness the effects of the March 28, 1938, announcement, by the United 
States Treasury Department, of the suspension of silver purchases from the 
Mexican Government. 
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Federal Reserve bank notes should be retired, never to be 
reissued again. There is now no need for them, and if the Glass- 
Steagall amendment becomes a permanent part of the Federal 
Reserve Act, whatever functions these bank notes could con¬ 
ceivably have can be assumed by Federal Reserve notes. 

The Government should use the silver seigniorage already 
acquired to retire the “Greenbacks,” just as it used the gold 
dollar devaluation “profit” to retire national bank notes. In a 
sense, gold dollar devaluation “profit” and silver seigniorage 
are identical. They both result from a difference between pres¬ 
ent monetary value of the respective monetary metal and either 
a previous monetary value, or the open-market or other price, 
such as Government “nationalization” or other purchase price. 
Also, in line with the retirement of the existing “Greenbacks,” 
the provision in the “Thomas” Amendment permitting further 
issue of fiat currency should be definitely and unequivocally 
repealed. 

To sum up then: first, the United States should return to an 
international gold standard; secondly, silver dilution of the 
currency ought to be brought to an end; and finally, “Green¬ 
backs” should be retired, and the right to issue them in the 
future revoked. 
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CHRONOLOGIES 

Although this hook is concerned mainly with monetary policies of 1932 to 1937, 
it was thought advisable, for purposes of background and perspective, as well as 
for convenient reference, to include in the chronologies all the important events 
in this field since the establishment of the United States as a nation. 

Even though the chronologies are presented in three parts—Gold, Silver, Mis¬ 
cellaneous-individual items under each part are sometimes applicable to other 
parts also. An airtight separation is of necessity impossible, but an attempt is 
made to place each item where most relevant, and if of large enough significance, 
to place it under more than one heading. 


1 . CHRONOLOGY OF IMPORTANT EVENTS RELATING TO GOLD 


1792 April 2 


1834 June 28 


1837 January 18 


1848 January 
1873 February 12 


1875 January 14 

1879 January 1 
1896 ‘ 

1900 March 14 


United States Mint established 
Monetary system of the United States created 
Gold dollar to contain 24.75 of pure 

gold, silver dollar to contain 371.25 grains 
of pure silver. Ratio, therefore, 15 to 1 
Revision of money standard reduces amount of 
gold in dollar by 6.26 percent 
Gold dollar set at 25.8 grains, or 23.2 grains of 
fine gold (Fineness, therefore, 0.899225) 
Ratio becomes 16.002to 1 
Act to make fineness of gold and silver coins 
uniform 

Gold dollar fixed at 25.8 grains of gold, 0.900 
fine, therefore, 23.22 grains of pure gold, 
making devaluation of 1792 gold dollar, 
6.18 percent 
Ratio 15.988-f- to 1 
Gold discovered in California 
Silver demonetized, when gold dollar made the 
unit of value of the United States, and silver 
to be legal tender up to $5.00 only 
Act provides for resumption of specie payments 
on January 1, 1879 

Resumption of specie payments effective 
Gold the victor in Free Silver campaign 
Passage of Gold Standard Act, declaring that 
the dollar, containing 25.8 grains of gold 
0.900 fine, “shall be the standard unit of 
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1917 August 27 
1917 October 6 
1919 June 26 
1919 December 24 

1925 April 28 

1931 September 21 

1932 February 27 

1933 February 3 
1933 March 6 

1933 March 7 
1933 March 8 

1933 March 9 

1933 April 5 

1933 April 13 
1933 April 18 


value/' and the Secretary of the Treasury is 
to maintain all forms of IJnited States money 
at a parity with this standard 
Embargo on gold exports 
Trading'with-the-Enemy Act 
Removal of gold export embargo 
Gold certificates declared unlimited legal 
tender 

England resumes gold standard 
England abandons gold standard 
Glass-Steagall Act signed. Permits substitution 
of United States Treasury obligations for 
gold, as Federal Reserve note backing above 
the 40 percent minimum gold reserve re¬ 
quired, when sufficient eligible paper is not 
available 

Hoover signs bill extending Glass-Steagall 
Amendment for 1 year 

Presidential Bank Holiday Proclamation 
which, among other provisions, places an 
export embargo on gold, and prohibits banks 
from paying out gold 

Permission granted for export of earmarked 
gold 

Federal Reserve Board requests from Federal 
Reserve Banks names of all persons who 
withdrew gold from Federal Reserve Banks 
or member banks since February 1, 1933 
Emergency Banking Act signed, confirming and 
extending March 6 Proclamation, and grant¬ 
ing the President emergency powers over 
foreign exchange, gold and currency move¬ 
ments, and banking transactions 
Executive order “nationalizes" gold by for¬ 
bidding the hoarding of gold, and requiring 
that all gold be delivered to the Federal 
Reserve Banks, directly or through the mem¬ 
ber banks, who were to deliver their gold 
also 

License for export of $600,000 gold to Holland 
—first export since proclamation of bank 
holiday 

Issuance of licenses for gold export discon¬ 
tinued 
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1933 April 19 


1933 April 20 


1933 April 20 
1933 May j 
1933 May 6 
1933 May 7 


1933 May 12 
^933 May 16 


»933 5 


1933 July 3 


Secretary of Treasury advises that “no further 
licenses would be granted for export of gold 
from the United States for the purpose of 
supporting the dollar in foreign exchange" 
Gold Embargo.—Executive order prohibits ear¬ 
marking of gold for foreign account, or ex- 
j)ort of gold coin, bullion or certificates, 
except that gold already earmarked for 
foreign governments or central banks, and 
for the Bank for International Settlements, 
or needed for the fulfillment of contracts 
entered into prior to April 5, 1933, could 
be exported in the discretion of the Secre¬ 
tary of the 1 rcasurv 

“I'hornas" (Inflation) Amendment to Agri¬ 
cultural Adjustment Act offered in Congress 
Presidential executive order issued subjecting 
gold hoarding to penalties 
Resolution abrogating gold clause introduced 
in Congress 

During “fireside chat," President states that as 
there is not enough gold to pay all holders 
of gold obligations, “in the interest of jus¬ 
tice" none should be paid 
He states, also, that forthcoming London 
Economic Conference “must succeed . . . we 
liave each of us pledged ourselves to the best 
joint efforts to that end" 

“Thomas" Amendment passed. Permits 50 per¬ 
cent gold dollar devaluation 
President, in message to nations participating 
in forthcoming Economic Conference, says: 
“The conference must establish order in 
place of the present chaos by a stabilization 
of currencies, by freeing the flow of world 
trade, and by international action to raise 
price levels" 

Gold clause abrogated in all public and private 
contracts, past and future 
All forms of United States currency made legal 
tender 

President Roosevelt's message to London Eco¬ 
nomic Conference rejecting monetary pro¬ 
gram proposed by gold bloc 
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»933 July 8 
1933 August 29 

1933 September 8 

1933 September 13 
1933 October 22 

1933 October 25 
1933 October 29 

1933 December 28 

1934 January 15 

1934 January 30 
1934 January 31 

1934 March 6 
1934 April 27 
1934 November 12 


Gold bloc countries of Europe declare adher¬ 
ence to gold standard 

Export of newly mined gold authorized under 
Treasury regulations 

Anti-hoarding order made more stringent 
Treasury announces first sales of newly mined 
gold for export through Federal Reserve 
Banks, with price at $29.62 
First shipment abroad of newly mined gold 
In radio address. President announces policy of 
raising commodity prices, hence to establish 
a Government market for gold, and to move 
toward a managed currency 
Executive order authorizes Reconstruction 
Finance Corporation to purchase newly 
mined domestic gold 

President announces plans for Reconstruction 
Finance Corporation to purchase gold 
abroad 

Executive order requires delivery of all gold 
coin (except rare coin), gold bullion and 
gold certificates to the Treasurer of the 
United States 

Secretary of Treasury sets January 17 as expira¬ 
tion date for surrender of gold under Decem¬ 
ber 28, 1933 order 

President Roosevelt sends Gold message to 
Congress 

Passage of Gold Reserve Act 
Presidential proclamation devalues gold dollar 
to 59.06 percent of former weight, thus 
raising price of gold from $20.67 to $35.00 
per fine ounce, i. e., cuts weight from 25.8 to 
15%! grains of gold, 0.900 fine 
President Roosevelt signs bill extending Glass- 
Steagall amendment to March 3, 1935, or, 
in his discretion, to March 3, 1937 
Exchange stabilization fund first set up as 
separate item in published Treasury state¬ 
ments 

Restrictions on foreign-exchange transactions 
and exports of currency liberalized, by re¬ 
placing specific license requirements with a 
general license 
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>935 January 8-ii 
>935 January 15 
1935 February ii 

1935 February 14 

1935 February 18 
1935 March 20 
1935 March 21 

1935 March 25 

1935 April 3 

1935 April 8 

1935 May 13 

*935 June 16 
1935 June 27 
*935 August 23 


Gold-clause abrogation cases argued before the 
United States Supreme Court 
United States Treasury intervenes to stabilize 
foreign exchange 

Secretary of Treasury promises use of stabiliza¬ 
tion fund to keep dollar steady, as he had 
been doing for previous month 
Proclamation by the President, extending 
Glass-Steagall provisions for substitution of 
Governments as collateral for Federal 
Reserve notes, to March 3, 1937 
United States Supreme Court upholds consti¬ 
tutionality of gold clause abrogation 
United States Treasury sells 32,000 ounces 
of gold to Mexico in exchange for silver 
Secretary of Treasury states willingness to con¬ 
sider applications by other nations wishing 
to buy gold from the United States 
Ambassador Bingham, in press interview in 
London, urges currency stabilization “when 
the proper time comes“ 

United States Treasury announces sale of more 
gold to Bank of Mexico to increase reserves, 
amounting to 51,300 ounces valued at 
$1,800,000 

United States Treasury announces sale of 
86,000 ounces of gold to Venezuela and 
30,000 ounces more to Mexico in exchange 
for silver 

Secretary of Treasury defends United States 
gold policy and states willingness to stabil¬ 
ize, but not on terms disadvantageous to the 
United States 

President Tannery of Bank of France discloses 
part played by United States in recent franc 
crisis 

Presidential message asks Congress to outlaw 
damage suits based on gold-clause abroga¬ 
tion 

Banking Act of 1935 becomes law. Among 
other things, it gives Board of Governors of 
the Federal Reserve System authority to 
double the then-existing reserve require¬ 
ments 
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1935 AugUvSt 27 Gold-Clause Act becomes law: 

(1) Holders of gold-clause securities of the 
United States may redeem such securities 
until July 1, 1936 

(2) Government may no longer be sued on 
account of such gold-clause securities, coin 
or currency or gold or silver seizure 

1936 January 10 Presidential proclamation extends power to 

vary weight of gold dollar, and life of stabil- 
zation fund, for one year, or until January 

30, 1937 

1936 February 3 New York bank gets license to ship $5,000,000 
in gold to France and Flolland. This was 
the first export since October 1934 

1936 February 8 Additional gold exports of $3,935,000 to 

Europe 

1936 July 14 Board of Governors of the Federal Reserve 

System announces 50 percent increase in 
reserve requirements, effective August 15 

1936 September 22 League of Nations Financial Committee recom¬ 
mends that France, the Netherlands and 
Switzerland “readjust’' their currencies to 
the pound and the dollar 

1936 September 25 Federal Reserve Bank of New York announces 
$43,532,000 gold engaged in Paris, bring¬ 
ing total since beginning of August to 
$197,700,000 

1936 September 25 Secretary of Treasury announces tripartite 
agreement between United States, France, and 
Great Britain for cooperative stabilization of 
each nation’s currency and for maintenance 
of equilibrium in international exchange 
(Agreement conditional on devaluation of 
the franc) 

1936 September 26 Poland announces it will not devalue its cur¬ 
rency despite France’s action, but stands 
ready to join the tripartite agreement 

1936 September 26 United States purchases £1,000,000 offered by 
Russia, with $5,000,000 from stabilization 
fund, to protect an alleged attack against the 
tripartite agreement 

1936 September 28 Netherlands temporarily abandons gold stand¬ 
ard, and creates a stabilization fund, but 
does not fix a definite value for the guilder 
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1936 September 30 
1936 October 1 
1936 October 5 
1936 October 12 

1936 November 23 

1936 November 23 
1936 December 21 

1936 December 24 

1937 January 23 

1937 January 30 

1937 March 1 


Swiss franc authorized to be devalued by 26 
to 34 percent 

Devaluation of French franc by 29 percent be¬ 
comes effective 

Italy devalues currency (and reduces import 
tarifEs) 

Secretary of Treasury announces that United 
States, Great Britain, and France have con¬ 
cluded a reciprocal agreement providing for 
purchase and sale of gold through their 
stabilization funds, in order to stabilize the 
pound, the dollar and the franc. Plan is 
said to be on a twenty-four-hour basis 

Secretary of Treasury announces that Belgium, 
Switzerland and the Netherlands have joined 
in the September 25, 1936, tripartite agree¬ 
ment to promote international monetary 
equilibrium (Belgium, on September 26, 
had already informed the United States of 
its intention to adhere to the principles of 
the agreement) 

Secretary of Treasury abolishes private gold 
exports, stating that gold is to move only 
through the exchange stabilization fund 

Treasury announces new policy of “sterilizing ’ 
newly mined or imported gold, in order to 
prevent it from increasing excess reserves 

Treasury Daily Statement shows, for first time, 
amount of “sterilized" or “inactive" gold— 
$14,835,000 

Law signed extending until June 30, 1939, the 
life of the exchange stabilization fund, and 
the President’s power to vary the weight of 
the gold dollar 

Board of Governors of the Federal Reserve 
System announces increase of 33% percent 
in required reserves, thus doubling reserve 
requirements in force when the Banking Act 
of 1935 was passed. Half of the increase is to 
take effect on March 1, and the rest on May 1 

Law signed extending authority to issue Fed¬ 
eral Reserve notes against Government 
securities until June 30, 1939 (Glass-Steagall 
Act) 
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1937 March 4 Excess reserves of member banks drop 
$790,000,000, following upon March 1 in¬ 
crease in reserve requirements 

1937 May 1 Effective date of increased reserve require¬ 

ments, resulting in a doubling of the re¬ 
quirements in effect prior to passage of the 
Banking Act of 1935 

1937 May 19 Bank of England purchase of $21,409,000 worth 

of gold as part of alleged plan to lighten 
burden on United States 

1937 May 20 Secretary of Treasury states his opposition to 

any general monetary conference, but favors 
individual parleys 

1937 June 1 Secretary of Treasury states that tripartite 

agreement has stabilized foreign exchange; 
also, he denies rumor that the Treasury is 
planning to reduce its gold-buying price 

1937 June 29 France stales she may be forced to withdraw 
from the tripartite agreement 

1937 June 30 French Cabinet Council modifies monetary 
law of October 1, 1936, by removing gold- 
content limitations set at that time 

1937 July 1 Statement issued by United States Secretary of 

Treasury to effect that an understanding has 
been reached with France and Great Britain 
for continuation of the tripartite agreement 

1937 July 9 United States again agrees to sell gold to China, 

in exchange for Chinese silver; gold is to 
remain in the United States, however 

1937 July 15 United States agrees to make $6,000,000 gold 

available to Brazil to aid stability of the 
milreis 

1937 August 18 Acting Secretary of Treasury states willingness 
of United States to aid in “stability” of inter¬ 
national currencies, but does not favor 
“rigid” stabilization 

1937 September 12 Board of Governors of the Federal Reserve 
System announces release by Treasury of 
$300,000,000 of “sterilized” gold to ease 
seasonal credit demands 

1937 November 8 Gold ($10,250,000) from “inactive” fund en¬ 
gaged for shipment to France—first major 
export of gold in several years 
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1937 November 10 Treasury announces $5,000,000 gold from ‘‘in¬ 
active’' fund to be shipped to England for 
British stabilization account 

1937 November 18 Federal Reserve System announces $18,000,000 

increase in holdings of Governments over 
past week 

1938 February 14 Secretary of Treasury announces modification 

in gold “sterilization” policy. Retroactively 
to January 1, 1938, “sterilization” will be 
applied only to that amount of gold received 
each quarter which is in excess of 
$100,000,000 

1938 April 14 Treasury “desterilizes” all gold in “inactive” 
fund 

1938 April 16 Board of Governors of the Federal Reserve 
System announces decrease of 12% percent 
in required reserves 

1938 April 18 Treasury announces discontinuance of “sterili¬ 
zation” policy 



2 . CHRONOLOGY OF IMPORTANT EVENTS RELATING TO SILVER 


1786 

1792 April 2 

1837 January 

1853 February 

1873 February 
1878 February 

1890 July 14 


Congress of the Confederation establishes as 
the monetary unit the silver dollar of 375.64 
grains of pure silver (never coined) 
United States Mint established 
Monetary system of the United States created 
Gold dollar to contain 24.75 gJ^ains of pure 
gold, silver dollar to contain 371.25 grains 
of pure silver; ratio, therefore, 15 to 1 
18 Act to make fineness of gold and silver coins 
uniform. Gold dollar fixed at 25.8 grains of 
gold, 0.900 fine, therefore 23.22 grains of 
pure gold, making devaluation of 1792 gold 
dollar, 6.18 percent. Ratio 15.988-1- to 1 
21 Silver coins of denomination less than $1.00 
deweighted by 6% percent. A half dollar to 
contain 192.9 grains, 0.900 fine, or 173.6 grains 
of pure silver, but the dollar unchanged at 
412.5 and 371.3 grains, respectively 

Likewise, other fractional silver devalued by 
634 percent. Legal tender up to $5.00, 
only 

12 Silver demonetized, when gold dollar made the 
unit of value of the United States, and silver 
to be legal tender up to $5.00 only 
28 Bland-Allison Act: 

(1) Reinstates silver as legal tender for all 
contracts unless specifically stated other¬ 
wise 

(2) Secretary of Treasury to purchase silver 
bullion, at market price, not less than 
$2,000,000 worth nor more than $4,000,000 
worth per month, and to coin it into silver 
dollars 

Passage of Sherman Silver Purchase Act. Secre¬ 
tary of Treasury to purchase 4,500,000 
ounces of silver bullion per month, at the 
market price, but not exceeding $1 for 
371.25 grains of pure silver, and to issue 
United States Treasury notes in payment. 
Also, 2,000,000 ounces to be coined each 

is6 
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1892 November 1 
1918 April 23 


1933 May 12 


•933 June 15 


•933 July 22 


1933 December 21 


•934 May 22 

•934 June 19 
•934 June 28 
•934 August 9 
•934 August 19- 
October 12 


1934 October 3 


month until July 1, 1891, and thereafter as 
much as necessary to redeem these Treasury 
notes 

Repeal of Sherman Silver Purchase Act 

Pittman Act passed providing for melting down 
of silver dollars, and converting into bullion 
(over 270,000,000 silver dollars were con¬ 
verted, and later recoined) 

“Thomas” Amendment 

Silver may be fixed in any ratio to gold, when¬ 
ever the President finds such action necessary 
to stabilize domestic prices or to protect 
foreign commerce of United States against 
adverse effect of depreciated foreign cur¬ 
rencies 

Silver (as all other coin and currency) made 
legal tender 

Silver may be received, to a limited extent, for 
payment on foreign Government debts, dur¬ 
ing next 6 months 

Great Britain, Italy, and some others make 
token payment, in silver, on war-debt ac¬ 
count 

Finland pays full installment 

France et als. default 

London Silver Agreement signed. Leading pro¬ 
ducing nations to buy and hold domestic 
silver. Leading users not to debase coinage, 
demonetize silver, or dispose of silver in any 
way 

Executive order provides for purchase of newly 
mined domestic silver at 64.64 cents per fine 
ounce, thus, in effect, ratifying silver agree¬ 
ment of July 22, 1933 

President Roosevelt sends Silver Message to 
Congress 

Passage of Silver Purchase Act 

Export of silver forbidden except under license 

Silver “nationalized” 

Exchange of notes—United States and China— 
as regards detrimental effects on China of 
United States silver policy 

China protests officially to United States 
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1934 October 14- 

•5 

»935 January 4 
*935 March 20 
*935 April 10 

*935 April 24 

*935 April 25 
*935 April 27 

*935 May 3 
*935 May 12 

*935 May 17 

1935 May 20 


*935 May 21 
*935 July 9 


*935 August 13 

1935 November i 
1935 November 3 


China increases export duly on silver, and adds 
on an equalization charge 
Senator Wheeler introduces bill for free coin¬ 
age of silver, 16 to 1 (Not passed) 

United States Treasury sells 32,000 ounces of 
gold to Mexico in exchange for silver 
Executive order of December 21, i933» 

amended by increasing price of newly mined 
domestic silver from 64.64 to 71.11 cents per 
fine ounce (World price, 64 cents) 
Executive order of December 21, 1933, again 
amended by increasing price of newly mined 
domestic silver from 71.11 to 77.57 cents per 
fine ounce (World price, 71% cents) 

Mexico calls in silver coins, prohibits export of 
silver 

Mexico, in order to adjust monetary system, 
declares bank holiday, orders all silver coins 
to be exchanged for paper notes, prohibits 
export of silver coin 

Peru places export embargo on silver bars and 
coins, and prohibits hoarding, buying, or 
selling of silver 

Dr. H. H. Rung, Chinese Minister of Finance, 
attributes credit and currency contraction in 
China to United States silver policies 
Ecuador places embargo on silver exports 
Import embargo, by United States, on foreign 
silver coins or forms of silver used as money, 
whose monetary value is less than 110 per¬ 
cent of open-market value of its silver 
content 

Ecuador issues notes to relieve scarcity of silver 
coins which are being hoarded 
United States Government uses exchange 
equalization fund to purchase 15,000,000 
ounces of silver in London, to avert collapse 
on heavy selling from India and China 
Heavy silver selling by Far East breaks United 
States peg 

Chinese exchange breaks badly 
China abandons silver in favor of a managed 
standard, “nationalizes" silver, and pegs ex¬ 
change rate 
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1935 November 
1935 December : 

1935 December ; 

1935 December ^ 

1936 January 6 
1936 January 24 
1936 February 5 
1936 March 4 

1936 March 5 
1936 May 18 

1936 July I 

1936 August 31 

1937 January 11 

1937 February 1 
1937 Jiiiy 9 

1937 September 


9 Hong Kong places export embargo on silver 
II No market price quoted for silver in London- 
first time since 1914—as result of temporary 
halt in purchasing by United States Treasury 
13 Manchukuo abandons silver 
>51 Silver talks are begun between Secretary 
Morgenthau and the Mexican Secretary of 
the Treasury Suarez 

Silver agreement reached between United 
States and Mexico 

President Roosevelt denies silver revaluation 
rumors 

For first time in two months London silver 
market resumes forward operations 
Secretary of Treasury authorizes Federal Re¬ 
serve Bank of New York to purchase, 
through Bank of Canada, newly mined 
Canadian silver in such amounts as to be 
fixed each month 

Treasury indicates it may purchase all of newly 
mined silver of South American countries 
Secretary of Treasury announces agreement 
between the United States and China, for 
currency-stabilization purposes, whereby 
LInited States Treasury will purchase silver 
from the Central Bank of China with gold 
Bank of China formally opens New York 
agency; first time that a leading Chinese 
bank has directly entered the American 
financial field 

Aim is to promote trade between the United 
States and China 

President Cardenas of Mexico decrees resump¬ 
tion of silver coinage on September 1 
United States Supreme Court upholds silver 
tax on profits made while Silver Purchase 
Act of 1934 was pending 

1 United States earmarks $9,970,400 for Bank of 
China, to pay for silver 
United States again agrees to sell gold to China, 
in exchange for Chinese silver; gold is to 
remain in the United States, however 
15 Treasury announces continuation, after the ex¬ 
piry date of December 31, 1937, purchases 
of newly mined domestic silver 
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1937 December 30 Purchase of silver from Canada, Mexico, and 
China is to be continued, on a month-to- 
month basis, through at least July 1, 1938 

1937 December 31 President issues proclamation to continue pur¬ 

chases of newly mined domestic silver, but 
reducing price from 77.57 cents per fine 
ounce to 64.64 cents 

1938 March 28 United States Treasury announces suspension 

of silver purchases from Mexican Gov¬ 
ernment 



3 - CHRONOLOGY OF IMPORTANT EVENTS RELATING TO OTHEK 
COINS AND CURRENCY, ETC. 


(a) Bank Notes (National Bank Notes and Federal Reserve 
Bank Notes) 


1864 June 3 


1932 July 22 


'933 March 9 
1935 March 9, 11 


1935 March 28 
'935 July 1 
'935 July 22 
'935 August 1 


Act provides for issuance of national bank 
notes (originally provided for by Act of 
February 25, 1863, which was repealed and 
superseded by this Act) 

Rider to Federal Home Loan Bank Act extends 
“circulation privilege” to all United States 
bonds with coupon rate not exceeding 3% 
percent 

Emergency Banking Act permits issuance of 
Federal Reserve bank notes, with wide lati¬ 
tude as to collateral 

Treasury announcement and call for redemp¬ 
tion of 2 percent bonds bearing circulation 
privilege, the Consols of 1930 on July 1 and 
the 2 percent Panama Canal loans on 
August 1. Redemption, for the most part, 
will be from the $642,000,000 remaining 
devaluation “profit” 

Completion of retirement of Federal Reserve 
bank notes issued under Emergency Banking 
Act of March 9, 1933 

Call date of 2 percent Consols of 1930, hereto¬ 
fore kept outstanding because of their “cir¬ 
culation privilege” 

“Circulation privilege” expires for United 
States bonds bearing interest rate of 3% 
percent or less (see item for July 22, 1932) 

Call date of 2 percent Panama Canal bonds, 
heretofore kept outstanding because of their 
“circulation privilege” 
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1861 July 17, 
August 5 

1862 February 


1862 March 17 

1866 April 12 

1867 

1868 February 
1873 June 20 

1875 January 1 

1878 May 31 


CHRONOLOGIES 

(b) Greenbacks** 

First paper money ever issued by the Govern¬ 
ment of the United States—“Demand notes," 
payable on demand at certain designated 
sub treasuries 

25 Substitution of United States notes (“Green¬ 
backs") in place of demand notes 
Total amount authorized by various Acts, 
$450,000,000, of which $50,000,000 was to be 
but a temporary issue 

Highest amount outstanding (January 30, 
1864), $449,338,902 
Greenbacks made legal tender 
First use of term “lawful money" 

United States notes to be retired by $10,000,000 
during next six months, and $4,000,000 a 
month thereafter. Of $70,000,000 authorized 
to be retired, only $44,000,000 was actually 
retired, leaving outstanding $356,000,000 of 
the “permanent" issue 
Contraction of greenback currency 

4 Act of April 12, 1866 repealed 

Outstanding amount of United States notes 
fixed at $382,000,000 

4 Act provides for reduction of United States 
notes to $300,000,000 

Act requires reissuance of United States notes 
when redeemed. I’he $346,681,016 then out¬ 
standing continues to the present (1938) 
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(c) Banking Holiday of /pjj 


1933 February 14 
1933 February 24 
1933 March 2-4 

1933 March 6 
1933 March 9 

1933 March 13-15 


8-day banking moratorium declared in Mich¬ 
igan 

3-day banking moratorium declared in Mary¬ 
land 

Increasing number of States declare bank holi¬ 
days, and by March 4 practically all banks in 
country are closed or operating under re¬ 
strictions 

President proclaims 4-day nation-wide bank 
holiday 

President issues proclamation extending bank¬ 
ing holiday indefinitely (still in effect at end 

of 1937) 

Re-opening of banks: 

on March 13th, those in Federal Reserve 
Bank cities 

on March 14th, those in clearing-house cities 
on March 15th, elsewhere 
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{d) Miscellaneous 

1792 February 25 Bank of the United States incorporated 
1811 March Closing of United States Bank 

1816 April 10 Second Bank of the United States incorporated 

1817 January Second United States Bank opened 

1818 August United States Bank suspends specie payments 

1832 July President Jackson vetoes renewal of United 

States Bank charter 

1836 March Charter of United States Bank expires (Penn¬ 

sylvania charter obtained) 

1837 General suspension of specie payments 
1857 October- 

December Specie payments suspended 

1860 November Issuance of clearing-house certificates 

1861 Banks suspend specie payments 
1863 February 25 National Bank Act passed 

1865 March 3 Law passed imposing ten percent tax on State 
bank circulation, effective July 1, 1866 
1869 September 24 Black Friday panic, gold corner 
1873 September- 

November Banks suspend currency payments 

1908 May 30 Aldrich-Vreeland Emergency Currency Act 

becomes law. Provides for “National Cur¬ 
rency Association” to issue emergency notes 
collateralled by municipal and railroad 
bonds, and commercial paper (In effect, a 
legalization of clearing-house certificates) 
1911 January Senator Aldrich proposes a “Reserve Associa¬ 
tion” 

1913 December 23 Passage of Federal Reserve Act 

Provisions for issue of Federal Reserve notes, 
and Federal Reserve bank notes 

1914 August 3 Clearing-house loan certificates issued, but re¬ 

tired within about three months 
1914 August 5 Aldrich-Vreeland emergency currency issued 
1933 June 12 Opening of London Monetary and Economic 

Conference 

1933 July 27 Adjournment of London Conference 

1937 April 29 Federal Reserve statement shows larger hold¬ 

ings of United States securities in prepara¬ 
tion for that portion of the increase in 
reserve requirements effective May 1 
1937 September 26 Board of Governors of the Federal Reserve 
System liberalizes eligibility requirements 
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1. GLASS-STEAGALL ACT, SECTION 3 

Sec. 3. The second paragraph of section 16 of the Federal Re¬ 
serve Act, as amended, is amended to read as follows: 

“Any Federal reserve bank may make application to the local 
Federal reserve agent for such amount of the Federal reserve notes 
hereinbefore provided for as it may require. Such application shall 
be accompanied with a tender to the local Federal reserve agent of 
collateral in amount equal to the sum of the Federal reserve notes 
thus applied for and issued pursuant to such application. The col¬ 
lateral security thus offered shall be notes, drafts, bills of exchange, 
or acceptances acquired under the provisions of section 13 of this 
Act, or bills of exchange indorsed by a member bank of any Federal 
reserve district and purchased under the provisions of section 14 
of this Act, or bankers’ acceptances purchased under the provisions 
of said section 14, or gold or gold certificates: Provided, however, 
That until March 3, 1933, should the Federal Reserve Board deem 
it in the public interest, it may, upon the affirmative vote of not less 
than a majority of its members, authorize the Federal reserve banks 
to offer, and the Federal reserve agents to accept, as such collateral 
security, direct obligations of the United States. On March 3, 1933, 
or sooner should the Federal Reserve Board so decide, such authori¬ 
zation shall terminate and such obligations of the United States be 
retired as security for Federal reserve notes. In no event shall such 
collateral security be less than the amount of Federal reserve notes 
applied for. The Federal reserve agent shall each day notify the 
Federal Reserve Board of all issues and withdrawals of Federal 
reserve notes to and by the Federal reserve bank to which he is 
accredited. The said Federal Reserve Board may at any time call 
upon a Federal reserve bank for additional security to protect the 
Federal reserve notes issued to it.” 

Approved, February 27, 1932 
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2. FEDERAL HOME LOAN BANK ACT, SEC. 20 

Sec. 29. That notwithstanding any j)rovisions of law prohibiting 
bonds of the United States from bearing the circulation privilege, 
for a period of three years from the date of enactment of this Act 
all outstanding bonds of the United States heretofore issued or 
issued during such period, bearing interest at a rate not exceeding 
3% per centum per annum, shall be receivable by the Treasurer of 
the United States as security for the issuance of circulating notes 
to national banking associations, and upon the deposit with the 
Treasurer of the United States by a national banking association 
of any such bonds, such association shall be entitled to receive circu¬ 
lating notes in the same manner and to the same extent and subject 
to the same conditions and limitations now provided by law in the 
case of 2 per centum gold bonds of the United States bearing the 
circulation privilege; except that the limitation contained in sec¬ 
tion 9 of the Act of July 12, 1882, as amended, with respect to the 
amount of lawful money which may be deposited with the Treasurer 
of the United States by national banking associations for the pur¬ 
pose of withdrawing bonds held as security for their circulating 
notes, shall not apply to the bonds of the United States to which 
the circulation privilege is extended by this section and which are 
held as security for such notes. Nothing contained in this section 
shall be construed to modify, amend, or repeal any law relating to 
bonds of the United States which now bear the circulation privilege. 

As used in this section, the word “bonds’" shall not include notes, 
certificates, or bills issued by the United States. 

There are hereby authorized to be appropriated such sums as 
may be necessary to carry out the provisions of this section. 

Approved, July 22, 1932 
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3* EMERGENCY BANK ACT, TITLES I AND IV 
AN ACT 

To provide relief in the existing national emergency in banking, 
and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Con¬ 
gress hereby declares that a serious emergency exists and that it is 
imperatively necessary speedily to {)ut into effect remedies of uni¬ 
form national application. 


TITLE I 

Section i. The actions, regulations, rules, licenses, orders and 
proclamations heretofore or hereafter taken, promulgated, made, or 
issued by the President of the United States or the Secretary of the 
Treasury since March 4, 1933, pursuant to the authority conferred 
by subdivision (b) of section 5 of the Act of October 6, 1917, as 
amended, are hereby approved and confirmed. 

Sec. 2 . Subdivision (b) of section 5 of the Act of October 6, 1917 
(40 Stat. L. 411), as amended, is hereby amended to read as follows: 

“ (b) During time of war or during any other period of national 
emergency declared by the President, the President may, through 
any agency that he may designate, or otherwise, investigate, regulate, 
or prohibit, under such rules and regulations as he may prescribe, 
by means of licenses or otherwise, any transactions in foreign ex¬ 
change, transfers of credit between or payments by banking insti¬ 
tutions as defined by the President, and export, hoarding, melting, 
or earmarking of gold or silver coin or bullion or currency, by any 
person within the United States or any place subject to the juris¬ 
diction thereof; and the President may require any person engaged 
in any transaction referred to in this subdivision to furnish under 
oath, complete information relative thereto, including the produc¬ 
tion of any books of account, contracts, letters or other papers, in 
connection therewith in the custody or control of such person, either 
before or after such transaction is completed. Whoever willfully 
violates any of the provisions of this subdivision or of any license, 
order, rule or regulation issued thereunder, shall, upon conviction, 
be fined not more than $10,000, or, if a natural person, may be im¬ 
prisoned for not more than ten years, or both; and any officer, 
director, or agent of any corporation who knowingly participates in 
such violation may be punished by a like fine, imprisonment, or 
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both. As vised in this subdivision the term ‘person’ means an 
individual, partncrsliip, association, or corporation.” 

Sec. 3. Section 11 of the Federal Reserve Act is amended by 
adding at the end tliereof the following new subsection: 

” (n) Whenever in the judgment of the Secretary of the Treasury 
such action is necessary to protect the currency system of the United 
States, the Secretary of the Treasury, in his discretion, may require 
any or all individuals, partnerships, associations and corporations 
to pay and deliver to the Treasurer of the United States any or all 
gold coin, gold bullion, and gold certificates owned by such indi¬ 
viduals, partnerships, associations and corporations. Upon receipt 
of such gold coin, gold bullion or gold certificates, the Secretary of 
the Treasury shall pay therefor an etjuivalent amount of any 
other form of coin or currency coined or issued under the laws of 
the United States. 71 ie Secretary of tlie Treasury shall pay all 
costs of the transportation of such gold bullion, gold certificates, 
coin, or currency, including the cost of insurance, protection, and 
such other incidental costs as may be reasonably necessary. Any 
individual, partnershij), association, or corporation failing to com¬ 
ply with any requirement of the Secretary of the Treasury made 
under this subsection shall be subj(‘ct to a penalty equal to twice 
the value of the gold or gold certificates in respect of wdiich such 
failure occurred, and such penalty may be collected by the Secretary 
of the Treasury by suit or otherwise.” 

Sec. 4. In order to jirovidc for the safer and more effective oper¬ 
ation of the National Banking System and the Federal Reserve 
System, to preserve for the people the full benefits of the currency 
provided for by the Congress through the National Banking System 
and the Federal Reserve System, and to relieve interstate commerce 
of the burdens and obstructions resulting from the receipt on an 
unsound or unsafe basis of deposits subject to withdrawal by check, 
during such emergency period as the President of the United States 
by proclamation may prescribe, no member bank of the Federal 
Reserve System shall transact any banking business except to such 
extent and subject to such regulations, limitations and restrictions 
as may be prescribed by the Secretary of the Treasury, with the 
approval of the President. Any individual, partnership, corpora¬ 
tion, or association, or any director, officer or employee thereof, 
violating any of the provisions of this section shall be deemed 
guilty of a misdemeanor and, upon conviction thereof, shall be fined 
not more than $10,000 or, if a natural person, may, in addition to 
such fine, be imprisoned for a term not exceeding ten years. Each 
day that any such violation continues shall be deemed a separate 
offense. 



REPRINTS OF LAWS 


1-^0 

m'LE IV 

Sec. 401. The sixth parap^raph of Section 18 of the Federal 
Reserve Act is amended lo read as follows: 

“Upon the deposit with the Treasurer of the United States, (a) 
of any direct obligations of the United States or (b) of any notes, 
drafts, bills of exchange, or bankers’ acceptances acquired under 
the provisions of this Act, any Federal reserve bank making such 
deposit in the manner prescribed by the Secretary of the Treasury 
shall 1)C‘ enlitl(‘d to recci\e from the Uomptroller of the Cur¬ 
rency circulating notes in blank, duly registered and countersigned. 
When such circulating notes are issued against the security of 
obligations of the United States, the amount of such circulating 
notes shall be equal to the face value of the direct obligations of the 
United States so deposited as security; and, when issued against the 
security of notes, diafts, bills of exchange and bankers’ acceptances 
acquired under the provisions of this Act, the amount thereof shall 
be equal to not more than ejo per cent of the estimated value of 
such notes, drafts, bills of exchange and bankers' acceptances so 
dejjosited as security. Such notes shall be the obligations of the 
Federal rescr\e bank jnocuring the same, shall be in form pre¬ 
scribed by the Secretary of the Treasury, shall be receivable at par 
in all parts of the United States for the same purposes as are 
national bank notes, and shall be redeemable in lawful money of 
the United States on presentation at the United States Treasury or 
at the bank of issue. I’hc Secretary of the Treasury is authorized 
and empowered to prescribe regulations governing the issuance, 
redemption, replacement, retirement and destruction of such cir¬ 
culating notes and the release and substitution of security therefor. 
Such circulating notes shall be subject to the same tax as is provided 
by law for the circulating notes of national banks secured by 2 per 
cent bonds of the United States. No such circulating notes shall be 
issued under this paragraph after the President has declared by 
proclamation that the emergency recognized by the President by 
proclamation of March 6, 193^5, has terminated, unless such circu¬ 
lating notes are secured by deposits of bonds of the United States 
bearing the circulation privilege. When required to do so by the 
Secretary of the Treasury, each Federal reserve agent shall act as 
agent of the Treasurer of the United States or of the Comptroller 
of the Currency, or both, for the performance of any of the func¬ 
tions which the Treasurer or the Comptroller may be called upon 
to perform in carrying out the provisions of this paragraph. Appro¬ 
priations available for distinctive paper and printing United States 
currency or national bank currency are hereby made available for 
the production of the circulating notes of Federal reserve banks 
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herein provided; but the United States shall be reimbursed by the 
Federal reserve bank to which such notes are issued for all expenses 
necessarily incurred in connection with the procuring of such notes 
and all other expenses incidental to their issue, redemption, re¬ 
placement, retirement and destruction.” 

Sec. 402. Section 10(b) of the Federal Reserve Act, as amended, 
is further amended to read as follows: 

“Sec. 10 (b). In exceptional and exigent circumstances, and when 
any member bank has no I urthcr eligible and acceptable assets avail¬ 
able to enable it to obtain adequate credit accommodations through 
rediscounting at the Federal reserve bank or any other method pro¬ 
vided by this Act other than that provided by section 10 (a), any 
Federal reserve bank, under rules and regulations prescribed by the 
Federal Reserve Board, may make advances to such member bank 
on its time or demand notes secured to the satisfaction of such Fed¬ 
eral reserve bank. Each such note shall bear interest at a rate not 
less than 1 per cenium per annum Iiigh(‘r than the highest discount 
rate in effect at such Federal reserve bank on die date of such note. 
No advance shall be made under this section after March 1934, or 
after the ex[)iration of such additional period not exceeding one 
year as the President may prescribe.” 

Sec. 403. Section 13 of the Federal Reserve Act, as atnended, is 
amended by adding at the end thereof the following new paragraph: 

“Subject to such limitations, restrictions and regulations as the 
Federal Reserve Board may prescribe, any Federal reserve bank may 
make advances to any individual, jxirtnership or corporation on the 
promissory notes of such individual, partnership or corporation 
secured by direct obligations of the United States. Such advances 
shall be made for periods not exceeding 90 days and shall bear 
interest at rates fixed from time to time by the Federal reserve 
bank, subject to the review and determination of the Federal 
Reserve Board.” 

Approved March 9th 1933 ^* 3 ^ P* 



4- “THOMAS” AMENDMENT, MAY 12, 1033 

Title III—Financing—and Exercising Power Conferred by 
Section 8 of Article 1 of the Constitution; To Coin Money 
and to Regulate the Value Thereof 


Sec. 43. Whenever the President finds, upon investigation, that 
(i) the foreign connnerce of the United States is adversely affected 
by reason of the depreciation in the value of the currency of any 
other government or governments in relation to the present stand¬ 
ard value of gold, or (2) action under this section is necessary in 
order to regulate and maintain the parity of currency issues of the 
United States, or (3) an economic emergency requires an expansion 
of credit, or (4) an expansion of credit is necessary to secure by 
international agreement a stabilization at proper levels of the cur¬ 
rencies of various governments, the President is authorized, in his 
discretion— 

(a) To direct the Secretary of the Treasury to enter into agree¬ 
ments with tJie several Federal Reserve banks and with the Federal 
Reserve Board whereby the Federal Reserve Board will, and it is 
hereby authorized to, notwithstanding any provisions of law or 
rules and regulations to the contrary, permit such reserve banks 
to agree that they will, (1) conduct, pursuant to existing law, 
throughout specified periods, oj>en market oj)erations in obligations 
of the United States Government or corporations in which the 
United States is the majority stockholder, and (2) purchase directly 
and hold in portfolio for an agreed period or periods of time 
Treasury bills or other obligations of the United States Government 
in an aggregate sum of $3,000,000,000 in addition to those they may 
then hold, unless prior to the termination of such period or periods 
the Secretary shall consent to their sale. No suspension of reserve 
requirements of the Federal Reserve banks, under the terms of sec¬ 
tion 11 (c) of the F'ederal Reserve Act, necessitated by reason of 
operations under this section, shall require the imposition of the 
graduated tax upon any deficiency in reserves as provided in said 
section 11 (c). Nor shall it require any automatic increase in the 
rates of interest or discount charged by any Federal Reserve bank, 
as otherwise specified in that section. The Federal Reserve Board, 
with the approval of the Secretary of the Treasury, may require 
the Federal Reserve banks to take such action as may be necessary, 
in the judgment of the Board and of the Secretary of the Treasury, 
to prevent undue credit expansion. 

142 
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(b) If the Secretary, when tliiccled by ihc President, is unable 
to secure tlie assent of the several Federal Reserve banks and the 
Federal Reserve Board to the agreements authorized in this section, 
or if operations under the above ]>rovisions })rove to be inadequate 
to meet the purposes of this section, or if for any other reason 
additional measures arc required in the judgment of the President 
to meet such purposes, then the President is authorized— 

(1) To direct the Secretary of the Treasury to cause to be issued 

in such amount or amounts as he may from time to time order, 
United States notes, as provided in the Act entitled “An Act to 
authorize the issue of United States notes and for the redemption 
of funding thereof and for funding the floating debt of the United 
States”, a])provcd February 25, 1862, and Acts supplementary 

thereto and amendatory thereof, in the same size and of similar 
color to the Federal Reserve notes heretofore issued and in denom¬ 
inations of $1, $5, $10, $20, $50, $100, $500, $1,000, and $10,000; 
but notes issued under this subsection shall be issued only for the 
purpose of meeting maturing Federal obligations to repay sums 
borrowed by the Unit(‘d States and for [)urdiasing United States 
bonds and other interest-bearing obligations of the United States: 
Provided, That when any such notes are used for such purpose the 
bond or other obligation so accpiired or taken up shall be retired 
and canceled. Such notes shall be issued at such times and in such 
amounts as the President may approve but tlie aggregate amount of 
such notes outstanding at any time shall not exceed $3,000,000,000. 
There is hereby appropriated, out of any money in the Treasury 
not otherwise appropriated, an amount sufficient to enable the 
Secretary of the d reasury to retire and cancel 4 per centum annu¬ 
ally of such outstanding notes, and the Secretary of the Treasury is 
hereby directed to retire and cancel annually 4 per centum of such 
outstanding notes. Such notes and all other coins and currencies 
heretofore or hereafter coined or issued by or under the authority 
of the United States shall be legal tender for all debts public and 
private. 

(2) By proclamation to fix the weight of the gold dollar in grains 
nine tenths fine and also to fix the weight of the silver dollar in 
grains nine tenths fine at a definite fixed ratio in relation to the gold 
dollar at such amounts as he finds necessary from his investigation 
to stabilize domestic prices or to protect the foreign commerce 
against the adverse effect of depreciated foreign currencies, and 
to provide for the unlimited coinage of such gold and silver at 
the ratio so fixed, or in case the Government of the United States 
enters into an agreement with any government or governments 
under the terms of which the ratio between the value of gold and 
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other currency issued by the United States and by any such govern¬ 
ment or governments is established, the President may fix the weight 
of the gold dollar in accordance with the ratio so agreed upon, and 
such gold dollar, the weight of which is so fixed, shall be the stand¬ 
ard unit of value, and all forms of money issued or coined by the 
United States shall be maintained at a parity with this standard and 
it shall be the duty of the Secretary of the Treasury to maintain 
such parity, but in no event shall the weight of the gold dollar be 
fixed so as to reduce its present weight by more than 50 per centum. 

Sec. 44. The Secretary of the Treasury, with the ajiproval of the 
President, is hereby authorized to make and promulgate rules and 
regulations covering any action taken or to be taken by the Presi¬ 
dent under subsection (a) or (b) of section 43. 

Sec. 45. (a) The President is authorized, for a period of six 
months from the date of the passage of this Act, to accept silver in 
payment of the whole or any part of the principal or interest now 
due, or to become due within six months after such date, from any 
foreign government or governments on account of any indebtedness 
to the United States, such silver to be accepted at not to exceed the 
price of 50 cents an ounce in United States currency. The aggre¬ 
gate value of the silver accepted under this section shall not exceed 
$200,000,000. 

(b) The silver bullion accepted and received under the provisions 
of this section shall be sidDject to the reejuirements of existing law 
and the regulations of the mint service governing the methods of 
determining the amount of pure silver contained, and the amount 
of the charges or deductions, if any, to be made; but such silver 
bullion shall not be counted as part of the silver bullion authorized 
or required to be purchased and coined under the provisions of 
existing law. 

(c) The silver accepted and received under the provisions of this 
section shall be deposited in the Treasury of the United States, to 
be held, used, and disposed of as in this section j^rovided. 

(d) The Secretary of the Treasury shall cause silver certificates 
to be issued in such denominations as he deems advisable to the 
total number of dollars for which such silver was accepted in pay¬ 
ment of debts. Such silver certificates shall be used by the Treasurer 
of the United States in payment of any obligations of the United 
States. 

(e) The silver so accepted and received under this section shall 
be coined into standard silver dollars and subsidiary coins sufficient, 
in the opinion of the Secretary of the Treasury, to meet any de¬ 
mands for redemption of such silver certificates issued under the 
provisions of this section, and such coins shall be retained in the 
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Treasury for the payment of such certificates on demand. The silver 
so accepted and received under this section, except so much thereof 
as is coined under the provisions of this section, shall be held in 
the Treasury for the sole purpose of aiding in maintaining the 
parity of such certificates as provided in existing law. Any such 
certificates or reissued certificates, when presented at the Treasury, 
shall be redeemed in standard silver dollars, or in subsidiary silver 
coin, at the option of the holder of the certificates: Provided, That, 
in the redemption of such silver certificates issued under this sec¬ 
tion, not to exceed one third of the coin required for such redemp¬ 
tion may in the judgment of the Secretary of the Treasury be made 
in subsidiary coins, the balance to be made in standard silver 
dollars. 

(f) When any siher certificates issued under the provisions of 
this section are redeemed or received into the Treasury from any 
source whatsoever, and belong to the United States, they shall not 
be retired, canceled, or destroyed, but shall be reissued and paid 
out again and kept in circulation; but nothing herein shall prevent 
the cancelation and destruction of mutilated certificates and the 
issue of other certificates of like denomination in their stead, as 
pro^dded by law. 

(g) The Secretary of the Treasury is authorized to make rules 
and regulations for carrying out the provisions of this section. 

Sec. 46. Section 19 of the Federal Reserve Act, as amended, is 
amended by inserting immediately after paragraph (c) thereof the 
following new j^aragraph: 

“Notwithstanding the foregoing provisions of this section, the 
Federal Reserve Board, upon the affirmative vote of not less than 
five of its members and with the approval of the President, may 
declare that an emergency exists by reason of credit expansion, and 
may by regulation during such emergency increase or decrease from 
time to time, in its discretion, the reserve balances required to be 
maintained against either demand or time deposits.” 

Approved May 12th 1933 



5 - ABROGATION OF THE GOLD CLAUSE, JUNE 5, 1933 

JOINT RESOLUTION 

To assure uniform value to the coins and currencies of the United States. 

Whereas the holding of or dealing in gold affect the public interest, 
and are therefore subject to proj)er regidation and restriction; and 
Whereas the existing emergency has disclosed that provisions of 
obligations whicli purport to give the obligee a right to require 
payment in gold or a ])articular kind of coin or currency of the 
United States, or in an amount in money of the United States 
measured thereby, obstruct the power of the Congress to regulate 
the value of the money of the United States, and are inconsistent 
with the declared policy of the Congress to maintain at all times 
the equal jx)wcr of every dollar, coined or issued by the United 
Stales, in the markets and in the payment of debts. Now, there¬ 
fore, be it 

Resohu'd by tJfr Senatr (itid House of Represeuiatiues of the 
United Stales of America in Congress assembled, That (a) every 
provision contained in or made with respect to any obligation 
which purports to give the obligee a right to require payment in 
gold or a particular kind of coin or currency, or in an amount in 
money of the United States measured thereby, is declared to be 
against public policy; and no such provision shall be contained in 
or made with respect to any obligation hereafter incurred. Every 
obligation, heretofore or hereafter incurred, whether or not any 
such provision is contained therein or made with respect thereto, 
shall be discharged upon payment, dollar for dollar, in any coin or 
currency whicli at the time of payment is legal tender for public 
and private debts. Any svich provision contained in any law author¬ 
izing obligations to be issued by or under authority of the United 
States, is hereby repealed, but the repeal of any such provision 
shall not invalidate any other provision or authority contained in 
such law. 

(b) As used in this resolution, the term “obligation"' means an 
obligation (including every obligation of and to the United States, 
excepting currency) payable in money of the United States; and 
the term “coin or currency" means coin or currency of the United 
States, including Federal Reserve notes and circulating notes of 
Federal Reserve banks and national banking associations. 

Sec. 2. The last sentence of paragraph (1) of subsection (b) of 
section 43 of the Act entitled “An Act to relieve the existing 

146 



REPRINTS OF LAWS 




national economic emergency by increasing agricultural purchasing 
power, to raise revenue for extraordinary expenses incurred by 
reason of such emergency, to provide emergency relief with respect 
to agricultural indebtedness, to provide for the orderly liquidation 
of joint-stock land banks, and for other purposes”, approved May 
12, 1933, is amended to read as follows: 

”A 11 coins and currencies of the United States (including Fed¬ 
eral Reserve notes and circulating notes of Federal Reserve banks 
and national banking associations) heretofore or hereafter coined 
or issued, shall be legal tender for all debts, public and private, 
public charges, taxes, duties, and dues, except that gold coins, when 
below the standard weight and limit of tolerance provided by law 
for the single piece, shall be legal tender only at valuation in 
proportion to their actual weight.” 

Approved, June 5, 1933, 4 40 p.m. 



6 . GOLD RESERVE ACT, JANUARY 30 , 1 934 

AN ACT 

I'o protect (lie riiirency system of the United States, to piovide for the better 

use of the monetary gold stock of the United States, and for other purposes. 

Be it enacted by the Senate and House of Rcprese?italwes of the 
United States of America in Confrress assernbled. That the short 
title of this Act shall he the “Gold Reserve Act of 193T' 

Sec. 2. (a) Upon the aj)provaI of this Act all ri^ht, title, and 
interest, and every claim of the Federal Reserve Board, of every 
Federal Reserve bank, and of every Federal Reserve agent, in and 
to any and all gold coin and gold bnllion shall })ass to and are 
hereby vested in the United States; and in payment therefor credits 
in equivalent amounts in dollars are hereby established in the 
Treasury in the accounts authorized under the sixteenth paragraph 
of section 16 of the Federal Reserve Act, as heretofore and by this 
Act amended (U.S.C.., title 12, sec. 467). Balances in such ac¬ 
counts shall be payable in gold certificates, which shall be in such 
form and in such denominations as the Secretary of the Treasury 
may determine. All gold so transferred, not in the possession of 
the United States, shall be held in custody for the United States 
and delivered upon the order of the Secretary of the Treasury; 
and the Federal Reserve Board, the Federal Reserve banks, and the 
Federal Reserve agents shall give such instructions and shall take 
such action as may be necessary to assure that such gold shall be 
so held and delivered. 

(b) Section i6 of the Federal Reserve Act, as amended, is further 
amended in the following respects: 

(1) The third sentence of the first paragra{:>h is amended to read 
as follows: “They shall be redeemed in lawful money on demand at 
the Treasury Department of the United States, in the city of Wash¬ 
ington, District of Columbia, or at any Federal Reserve bank.” 

(2) So much of the third sentence of the second paragraph as 
precedes the proviso is amended to read as follows: “The collateral 
security thus offered shall be notes, drafts, bills of exchange, or 
acceptances acquired under the provisions of section 13 of this Act, 
or bills of exchange endorsed by a member bank of any Federal 
Reserve district and purchased under the provisions of section 14 of 
this Act, or bankers’ acceptances purchased under the provisions 
of said section 14, or gold certificates:” 

(3) The first sentence of the third paragraph is amended to read 
as follows: “Every Federal Reserve bank shall maintain reserves in 
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gold certificates or lawful money of not less than 35 per centum 
against its deposits and reserves in gold certificates of not less than 
40 per centum against its Federal Reserve notes in actual circula¬ 
tion: Provided, however, lliat when the Federal Reserve agent 
holds gold certificates as collateral for Federal Reserve notes issued 
to the bank sucli gold certificates shall be counted as part of the 
reserve which such bank is required to maintain against its Federal 
Reserve notes in actual circulation.’* 

(4) The fifth and sixth sentences of the third paragraph are 
amended to read as follows: “Notes presented for redemption at 
the Treasury of the United States shall be paid out of the redemp¬ 
tion fund and returned to the Federal Reserve banks through which 
they were originally issued, and thereupon such Federal Reserve 
bank shall, upon demand of the Secretary of the Treasury, reim¬ 
burse such redemption fund in lawful money or, if such Federal 
Reserve notes have been redeemed by the Treasurer in gold certif¬ 
icates, then stidi funds shall be reimbursed to the extent deemed 
necessary by the Secretary of the Treasury in gold certificates, and 
such Federal Reserve bank shall, so long as any of its Federal Re¬ 
serve notes remain outstanding, maintain with the Treasurer in 
gold certificates an amount sufficient in the judgment of the Secre¬ 
tary to provide for all redemj)tions to be made by the Treasurer. 
Federal Reserve notes received by the Treasurer otherwise than for 
redemption may be exchanged for gold certificates out of the 
redem})tion fund hereinafter proxided and returned to the Reserve 
bank through which they were originally issued, or they may be 
returned to such bank for the credit of the United States.” 

(5) The fourth, fifth, and sixth paragrajihs are amended to read 
as follows: 

“The Federal Reserve Board shall require each Federal Reserve 
bank to maintain on deposit in the Treasury of the United States 
a sum in gold certificates sufficient in the judgment of the Secretary 
of the Treasury for the redemption of the ETderal Reserve notes 
issued to such bank, but in no event less than 5 per centum of the 
total amount of notes issued less the amount of gold certificates held 
by the Federal Reserve agent as collateral security; but such deposit 
of gold certificates shall be counted and included as part of the 40 
per centum reserve hereinbefore required. The Board shall have the 
right, acting through the Federal Reserve agent, to grant in whole 
or in part, or to reject entirely the application of any Federal 
Reserve bank for Federal Reserve notes; but to the extent that such 
application may be granted the Federal Reserve Board shall, 
through its local Federal Reserve agent, supply Federal Reserve 
notes to the banks so applying, and such bank shall be charged with 
the amount of the notes issued to it and shall pay such rate of 



REPRINTS OF LAWS 


150 

interest as may be established by the Federal Reserve Board on only 
that amount of such notes which ecjuals the total amount of its 
outstanding Federal Rcscr\e notes less the amount of gold cer¬ 
tificates held by the Federal Reserve agent as collateral security. 
Federal Reserve notes issued to any such bank shall, u})on delivery, 
together with such notes of such Federal Reserve bank as may be 
issued under section 18 of this Act upon security of United States 
2 per centum Government bonds, become a first and paramount 
lien on all the assets of such bank. 

“Any Federal Reserve bank may at any time reduce its liability 
for outstanding Federal Reserve notes by depositing with the Fed¬ 
eral Reserve agent its Federal Reserve notes, gold certificates, or 
lawful money of the United States. Federal Reserve notes so depos¬ 
ited shall not be reissued, except upon compliance with the con¬ 
ditions of an original issue. 

“The Federal Reserve agent shall hold such gold certificates or 
lawful money available exclusively for exchange for the outstanding 
Federal Reser\'c notes when offered by tlie Reserve bank of which he 
is a director. Upon the rc(|uest of tlie Secretary of the Treasury 
the Federal Reserve Board shall recjuire the Federal Reserve agent 
to transmit to the Treasurer of the Uni led States so much of the 
gold certificates held by him as collateral security for Federal 
Reserve notes as may be recpiired for the exclusive purpose of the 
redemption of such Federal Reserve notes, but such gold certificates 
when deposited with the Treasurer shall be counted and considered 
as if collateral security on deposit with the Federal Reserve agent.” 

(6) The eighth paragraph is amended to read as follows: 

“All Federal Reserve notes and all gold certificates and lawful 
money issued to or deposited with any Federal Reserve agent under 
the provisions of the Federal Reserve Act shall hereafter be held 
for such agent, under such rules and regulations as the Federal 
Reserve Board may prescribe, in the joint custody of himself and 
the Federal Reserve bank to which he is accredited. Such agent 
and such Federal Reserve bank shall be jointly liable for the safe¬ 
keeping of such Federal Reserve notes, gold certificates, and lawful 
money. Nothing herein contained, however, shall be construed to 
prohibit a Federal Reserve agent from depositing gold certificates 
with the Federal Reserve Board, to be held by such Board subject 
to his order, or with the Treasurer of the United States for the 
purposes authorized by law.” 

(7) The sixteenth paragraph is amended to read as follows: 

“The Secretary of the Treasury is hereby authorized and directed 

to receive deposits of gold or of gold certificates with the Treasurer 
or any Assistant Treasurer of the United States when tendered by 
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any Federal Reserve bank or Federal Reserve agent for credit to 
its or his account with the Federal Reserve Board. The Secretary 
shall prescribe by regulation the form of receipt to be issued by the 
Treasurer or Assistant Treasurer to the Federal Reserve bank or 
Federal Reserve agent making the deposit, and a duplicate of such 
receipt shall be delivered to the Federal Reserve Board by the 
Treasurer at Washington upon proper advices from any Assistant 
Treasurer that such deposit has been made. Deposits so made shall 
be held subject to the orders of the Federal Reserve Board and shall 
be payable in gold certificates on the order of the Federal Reserve 
Board to any Federal Reserve bank or Federal Reserve agent at the 
Treasury or at the Subtreasury of the United States nearest the 
place of business of such Federal Reserve bank or such F'ederal 
Reserve agent. The order used by the Federal Reserve Board in 
making such payments shall be signed by the governor or vice 
governor, or such other officers or members as the Board may by 
regulation prescribe. The form of such order shall be a[)provcd by 
the Secretary of the Treasury.” 

(8) The eighteenth paragraph is antended to read as follows: 

“Deposits made under this section standing to the credit of any 
Federal Reserve bank with the Federal Reserve Board shall, at the 
option of said bank, be counted as part of the lawful reserve which 
it is required to maintain against outstanding Federal Reserve 
notes, or as a [)art of the reserve it is recjuired to maintain against 
deposits.” 

Sec. 3. The Secretary of the Treasury shall, by regulations issued 
hereunder, with the approval of the President, prescribe the condi¬ 
tions under which gold may be acquired and held, transported, 
melted or treated, imported, exported, or earmarked: (a) for indus¬ 
trial, professional, and artistic use; (b) by the Federal Reserve 
banks for the purpose of settling international balances; and, (c) 
for such other purposes as in his judgment are not inconsistent 
with the purposes of this Act. Gold in any form may be acquired, 
transported, melted or treated, imported, exported, or earmarked 
or held in custody for foreign or domestic account (except on be¬ 
half of the United States) only to the extent j:>ermitted by, and 
subject to the conditions prescribed in, or pursuant to, such regula¬ 
tions. Such regulations may exempt from the provisions of this 
section, in whole or in part, gold situated in the Philippine Islands 
or other places beyond the limits of the continental United States. 

Sec. 4 . Any gold withheld, acquired, transported, melted or 
treated, imported, exported, or earmarked or held in custody, in 
violation of this Act or of any regulations issued hereunder, or 
licenses issued pursuant thereto, shall be forfeited to the United 
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States, and may be seized and condemned by like proceedings as 
those provided by law for the forfeiture, seizure, and condemnation 
of property imported into the United States contrary to law; and in 
addition any person failing to comply with the provisions of this 
Act or of any such regulations or licenses, shall be subject to a 
penalty equal to twice the value of the gold in respect of which such 
failure occurred. 

Sec. 5. No gold shall hereafter be coined, and no gold coin shall 
hereafter be paid out or delivered by the United States: Provided, 
however, That coinage may continue to be executed by the mints 
of the United States for foreign countries in accordance with the 
Act of January 29, 1874 (U.S.C., title 31, sec. 367). All gold coin 
of the United States shall be withdrawn from circulation, and, 
together with all other gold owned by the United States, shall be 
formed into bars of such weights and degrees of fineness as the 
Secretary of the Treasury may direct. 

Sec. 6 . Exce])t to tlie extent permitted in regulations which may 
be issued hereunder by the Secretary of the Treasury with the 
aj)])roval of the President, no currency of the United States shall 
be redeemed in gold: Provided, hoioever, That gold certificates 
owned by the Federal Reserve banks shall be redeemed at such times 
and in such amounts as, in the judgment of the Secretary of the 
Treasury, are necessary to maintain the equal purchasing power of 
every kind of currency of the United States: And provided farther. 
That the reserve for United States notes and for Treasury notes of 
1890, and the security for gold certificates (including the gold cer¬ 
tificates held in the Treasury for credits payable therein) shall be 
maintained in gold bullion equal to the dollar amounts required 
by law, and the reserve for Federal Reserve notes shall be main¬ 
tained in gold certificates, or in credits payable in gold certificates 
maintained with the Treasurer of the United States under section 
16 of the Federal Reserve Act, as heretofore and by this Act 
amended. 

No redemptions in gold shall be made except in gold bullion 
bearing the stamp of a United States mint or assay office in an 
amount equivalent at the time of redemption to the currency sur¬ 
rendered for such purpose. 

Sec. 7. In the event that the weight of the gold dollar shall at 
any time be reduced, the resulting increase in value of the gold held 
by the United States (including the gold held as security for gold 
certificates and as a reserve for any United States notes and for 
Treasury notes of 1890) shall be covered into the Treasury as a mis¬ 
cellaneous receipt; and, in the event that the weight of the gold 
dollar shall at any time be increased, the resulting decrease in value 
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of the gold held as a reserve for any United States notes and for 
Treasury notes of 1890, and as security for gold certificates shall be 
compensated by transfers of gold bullion from the general fund, 
and there is hereby appropriated an amount sufficient to provide 
for such transfers and to cover the decrease in value of the gold in 
the general fund. 

Sec. 8. Section 3700 of the Revised Statutes (U.S.C. title 31, 
sec. 734) is amended to read as follow^s: 

“Sec. 3700 . With the approval of the President, the Secretary of 
the Treasury may purchase gold in any amounts, at home or abroad, 
with any direct obligations, coin, or currency of the United States, 
authorized by law, or with any funds in the Treasury not otherwise 
appropriated, at such rates and upon such terms and conditions as 
he may deem most ad^’amageous to the public interest; any provi¬ 
sion of law relating to the maintenance of parity, or limiting the 
purposes for which any of such obligations, coin, or currency, may 
be issued, or requiring any such obligations to be offered as a 
po{)ular loan or on a competitive basis, or to be offered or issued at 
not less than par, to the contrary notwithstanding. All gold so pur¬ 
chased shall be included as an asset of the general fund of the 
Treasury.” 

Sec. 9. Section 3699 of the Revised Statutes (U.S.C., title 31, sec. 
733) is amended to read as follows: 

“Sec. 3699. The Secretary of the Treasury may anticipate the 
payment of interest on the public debt, by a period not exceeding 
one year, from time to time, either with or without a rebate of inter¬ 
est upon the coupons, as to him may seem expedient: and he may 
sell gold in any amounts, at home or abroad, in such manner and 
at such rates and upon such terms and conditions as he may deem 
most advantageous to the public interest, and the proceeds of any 
gold so sold shall be covered into the general fund of the Treasury: 
Provided, Iwxvcvrr, That the Secretary of the Treasury may sell the 
gold which is rc(]uircd to be maintained as a reserve or as security 
for currency issued by the United States, only to the extent neces¬ 
sary to maintain such currency at a parity with the gold dollar.” 

Sec. 10. (a) For the purpose of stabilizing the exchange value of 
the dollar, the Secretary of the Treasury, with the approval of the 
President, directly or through such agencies as he may designate, is 
authorized, for the account of the fund established in this section, 
to deal in gold and foreign exchange and such other instruments of 
credit and securities as he may deem necessary to carry out the pur¬ 
pose of this section. An annual audit of such fund shall be made 
and a report thereof submitted to the President. 

(b) To enable the Secretary of the Treasury to carry out the pro- 
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visions of this section there is hereby appropriated, out of the 
receipts which are directed to be covered into the 1 reasury under 
sectic:)n 7 Jiereof, the sum of $2,000,000,000, which sum when avail¬ 
able shall be deposited with the 'Lreasurer of the United States in a 
stabilization fund (hereinafter called the “fund”) under the exclu¬ 
sive control of the Secretary of the Treasury, with the approval of 
the President, whose decisions shall be final and not be subject to 
review by any other officer of the United States. The fund shall be 
available for expenditure, under the direction of the Secretary of 
the Treasury and in his discretion, for any purpose in connection 
with carrying out the provisions of this section, including the 
investment and reinvestment in direct obligations of the United 
States of any portions of the fund which the Secretary of the Treas¬ 
ury, with the approval of the President, may from time to time 
determine are not currently required for stabilizing the exchange 
value of the dollar. The proceeds of all sales and investments and 
all earnings and interest accruing under the operations of this sec¬ 
tion shall be paid into the fund and shall be available for the 
purposes of the fund. 

(c) All the powers conferred by this section shall expire two 
years after the date of enactment of this Act, unless the President 
shall sooner declare the existing emergency ended and the operation 
of the stabilization fund terminated; but the President may extend 
such period for not more than one additional year after such date 
by proclamation recognizing the continuance of such emergency. 

Sec. 11. The Secretary of the Treasury is hereby authorized to 
issue, with the approval of the President, such rules and regulations 
as the Secretary may deem necessary or proper to carry out the 
purposes of this Act. 

Sec. 12. Paragraph (b) (2), of section 43, title III, of the Act 
approved May 12, 1933 (Public, Numbered 10, Seventy-third Con¬ 
gress) , is amended by adding two new sentences at the end thereof, 
reading as follows: 

“Nor shall the weight of the gold dollar be fixed in any event at 
more than 60 per centum of its present weight. The powers of the 
President specified in this paragraph shall be deemed to be separate, 
distinct, and continuing powers, and may be exercised by him, from 
time to time, severally or together, whenever and as the expressed 
objects of this section in his judgment may require; except that 
such powers shall expire two years after the date of enactment of 
the Gold Reserve Act of 1934 unless the President shall sooner 
declare the existing emergency ended, but the President may extend 
such period for not more than one additional year after such date 
by proclamation recognizing the continuance of such emergency." 
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Paragrapli (2) of suhsedion (b) of section 43, title III, of an 
Act entitled “An Act to relieve the existing national economic emer¬ 
gency by increasing agricultural purchasing power, to raise revenue 
for extraordinary expenses incurred by reason of such emergency, 
to provide emergency relief with respect to agricultural indebted¬ 
ness, to provide for the orderly liquidation of joint-stock land 
banks, and for other purj^oses”, approved May 12, 1933, is amended 
by adding at the end of said paragraph (2) the following: 

“The President, in addition to the authority to provide for the 
unlimited coinage of silver at the ratio so fixed, under such terms 
and conditions as he may prescribe, is further authorized to cause 
to be issued and delivered to the tenderer of silver for coinage, 
silver certificates in lieu of the standard silver dollars to which 
the tenderer would be entitled and in an amount in dollars 
equal to the number of coined standard silver dollars that the 
tenderer of such silver for coinage would receive in standard silver 
dollars. 

“The President is further authorized to issue silver certificates 
in such denominations as he may prescribe against any silver 
bullion, silver, or standard silver dollars in the Treasury not then 
held for redemption of any outstanding silver certificates, and to 
coin standard silver dollars or subsidiary currency for the redemp¬ 
tion of such silver certificates. 

“The President is authorized, in his discretion, to prescribe dif¬ 
ferent terms and conditions and to make different charges, or to 
collect different seigniorage, for the coinage of silver of foreign 
production than for the coinage of silver produced in the United 
States or its dependencies. The silver certificates herein referred to 
shall be issued, delivered, and circulated substantially in conformity 
with the law now governing existing silver certificates, except as 
may herein be expressly provided to the contrary, and shall have 
and possess all of the privileges and the legal tender characteristics 
of existing silver certificates now in the Treasury of the United 
States, or in circulation. 

“The President is authorized, in addition to other powers, to 
reduce the weight of the standard silver dollar in the same per¬ 
centage that he reduces the weight of the gold dollar. 

“The President is further authorized to reduce and fix the weight 
of subsidiary coins so as to maintain the parity of such coins with 
the standard silver dollar and with the gold dollar." 

Sec. 13. All actions, regulations, rules, orders, and proclamations 
heretofore taken, promulgated, made or issued by the President 
of the United States or the Secretary of the Treasury, under the 
Act of March 9, 1933, or under section 43 or section 45 of title III 
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of the Act of May 12, arc hereby approved, ratified, and 

confirmed. 

Sec. 14. (a) The Second Liberty Bond Act, as amended, is fur¬ 
ther amended as follows: 

(1) By adding’ at the end of section 1 (U.S.C., title 31, sec. 752; 
Supp. VII, title 31, sec. 752), a new paragraph as follows: 

“Notwithstanding the j)rovisions of the foregoing paragraph, the 
Secretary of the Treasury may from time to time, when he deems 
it to be in the public interest, offer such bonds otherwise than as a 
popular loan and he may make allotments in full, or reject or 
reduce allotments upon any applications whether or not the offering 
was made as a popular loan.” 

(2) By inserting in section 8 (U.S.C., title 31, sec. 771), after the 
words “certificates of indebtedness”, a comma and the words 
“Treasury bills”. 

(3) By striking out the figures “$7,500,000,000” where they 
appear in section 18 (U.S.C., title 31, sec. 753) and inserting in 
lieu thereof the figures “$10,000,000,000.” 

(4) By adding thereto two new sections, as follows: 

“Sec. 19. Notwithstanding any other provisions of law, any obli¬ 
gations authorized by this Act may be issued for the purchase, 
redemption, or refunding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness, or Treasury bills, of the 
United States, or to obtain funds for such purchase, redemption, or 
refunding, under such rules, regulations, terms, and conditions as 
the Secretary of the Treasury may prescribe. 

“Sec. 20 . The Secretary of the Treasury may issue any obliga¬ 
tions authorized by this Act and maturing not more than one year 
from the date of their issue on a discount basis and payable at 
maturity without interest. Any such obligations may also be offered 
for sale on a competitive basis under such regulations and upon 
such terms and conditions as the Secretary of the Treasury may 
prescribe, and the decisions of the Secretary in respect of any issue 
shall be final.” 

(b) Section 6 of the Victory Liberty Loan Act (U.S.C., title 31, 
sec. 767; Supp. VII, title 31, secs. 767-767a) is amended by striking 
out the words “for refunding purposes”, together with the preced¬ 
ing comma, at the end of the first sentence of subsection (a). 

(c) The Secretary of the Treasury is authorized to issue gold 
certificates in such form and in such denominations as he may deter¬ 
mine, against any gold held by the Treasurer of the United States, 
except the gold fund held as a reserve for any United States notes 
and Treasury notes of 1890. The amount of gold certificates issued 
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and outstanding shall at no time exceed the value, at the legal 
standard, of the gold so held against gold certificates. 

Sec. 15. As used in this Act the term “United States" means 
the Government of the United States; the term “the continental 
United States" means the States of the United States, the District 
of Columbia, and the Territory of Alaska; the term “currency of 
the United States" means currency which is legal tender in the 
United States, and includes United States notes. Treasury notes of 
1890, gold certificates, silver certificates, Federal Reserve notes, and 
circulating notes of Federal Reserve banks and national banking 
associations; and the term “person" means any individual, partner¬ 
ship, association, or corporation, including the Federal Reserve 
Board, Federal Reserve banks, and Federal Reserve agents. Wher¬ 
ever reference is made in this Act to equivalents as between dollars 
or currency of the United States and gold, one dollar or one dollar 
face amount of any currency of the United States equals such a 
number of grains of gold, nine tenths fine, as, at the time referred 
to, are contained in the standard unit of value, that is, so long as the 
President shall not have altered by proclamation the weight of the 
gold dollar under the authority of section 43, title III, of the Act 
approved May 12, 1933, as heretofore and by this Act amended, 
twenty-five and eight tenths grains of gold, nine tenths fine, and 
thereafter such a number of grains of gold, nine tenths fine, as the 
President shall have fixed under such authority. 

Sec. 16. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. If any provision of this Act, or the application 
thereof to any person or circumstances, is held invalid, the re¬ 
mainder of the Act, and the application of such provision to other 
persons or circumstances, shall not be affected thereby. 

Sec. 17. All Acts and parts of Acts inconsistent with any of the 
provisions of this Act are hereby repealed. 

Approved, January 30, 1934. 



7 - SILVER PURCHASE ACT, JUNE IQ, 1934 

AN ACT 

To authorize tlie Secretary of the Treasury to purchase silver, issue silver cer- 
tiheates, and for other purposes. 

Be it ejiacted by the Senate and House of Representatives of the 
United States of America in Congress assembledy That the short 
title of this Act shall be the “Silver Purchase Act of 1934." 

Sec. 2. It is hereby declared to be the policy of the United States 
that the proportion of silver to gold in the monetary stocks of the 
United States should be increased, with the ultimate objective of 
having and maintaining, one fourth of the monetary value of such 
stocks in silver. 

Sec. 3. Whenever and so long as the proportion of silver in the 
stocks of gold and silver of the United States is less than one-fourth 
of the monetary value of such stocks, the Secretary of the Treasury 
is authorized and directed to purchase silver, at home or abroad, 
for present or future delivery with any direct obligations, coin, or 
currency of the United States, authorized by law, or with any funds 
in the Treasury not otherwise appropriated, at such rates, at such 
times, and upon such terms and conditions as he may deem reason¬ 
able and most advantageous to the public interest: Provided, That 
no purchase of silver shall l)e made hereunder at a price in excess of 
the monetary value thereof: And provided further, That no pur¬ 
chases of silver situated in the continental United States on May 1, 
1934, shall be made hereunder at a price in excess of 50 cents a fine 
ounce. 

Sec. 4. Whenever and so long as the market price of silver ex¬ 
ceeds its monetary value or the monetary value of the stocks of silver 
is greater than 25 per centum of the monetary value of the stocks of 
gold and silver, the Secretary of the Treasury may, with the ap¬ 
proval of the President and subject to the provisions of section 5, 
sell any silver acquired under the authority of this Act, at home or 
abroad, for present or future delivery, at such rates, at such times, 
and upon such terms and conditions as he may deem reasonable 
and most advantageous to the public interest. 

Sec. 5. The Secretary of the Treasury is authorized and directed 
to issue silver certificates in such denominations as he may from 
time to time prescribe in a face amount not less than the cost of all 
silver purchased under the authority of section 3, and such certif¬ 
icates shall be placed in actual circulation. There shall be main¬ 
tained in the Treasury as security for all silver certificates heretofore 
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or hereafter issued and at the time ouisianding an amount of silver 
in bullion and standard silver dollars of a monetary value equal to 
the face amount of such silver certiheates. All silver certificates 
heretofore or hereafter issued shall be legal tender for all debts, 
public and private, public charges, taxes, duties, and dues, and shall 
be redeemable on demand at the 'I'reasury of the United States in 
standard silver dollars; and the Secretary of the Treasury is author¬ 
ized to coin standard silver dollars for such redemption. 

Sec. 6 . AVhenever in his judgment such action is necessary to 
effectuate the policy of this Act, the Secretary of the Treasury is 
authorized, with the approval of the President, to investigate, regu¬ 
late, or prohibit, by means of licenses or otherwise, the acquisition, 
importation, exportation, or trans})ortation of silver and of con¬ 
tracts and other arrangements made with respect thereto; and to 
rc(}uire the filing of rej)orts deemed by him reasonably necessary in 
connection therewith. Whoever willfully violates the provisions of 
any license, order, rule, or regulation issued pursuant to the author¬ 
ization contained in this section shall, u)x)n conviction, be fined not 
more than $10,000 or, if a natural person, may be imprisoned for 
not more than ten )eai's, or both; and any officer, director, or agent 
of any corporation who knowingly participates in such violation 
may be punished by a like fine, imprisonment, or both. 

Sec. 7. Whenever in the judgment of the President such action 
is necessary to effectuate the policy of this Act, he may by Executive 
order require the delivery to the United States mints of any or all 
silver by whomever owned or j>ossessed. The silver so delivered shall 
be coined into standard silver dollars or otherwise added to the 
monetary stocks of the United States as the President may deter¬ 
mine; and there shall be returned therefor in standard silver dollars, 
or any other coin or currency of the United States, the monetary 
value of the silver so delivered less such deductions for seigniorage, 
brassage, coinage, and other mint charges as the Secretary of the 
Treasury with the approval of the President shall have determined: 
Provided, That in no case shall the value of the amount returned 
therefor be less than the fair value at the time of such order of the 
silver reejuired to be delivered as such value is determined by the 
market price over a reasonable period terminating at the time of 
such order. The Secretary of the Treasury shall pay all necessary 
costs of the transportation of such silver and standard silver dollars, 
coin, or currency, including the cost of insurance, protection, and 
such other incidental costs as may be reasonably necessary. Any 
silver withheld in violation of any Executive order issued under this 
section or of any regulations issued pursuant thereto shall be for¬ 
feited to the United States, and may be seized and condemned by 
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like proceedings as those provided by law for the forfeiture, seizure, 
and condemnation of property imported into the United States con¬ 
trary to law; and, in addition, any person failing to comply with 
the provisions of any such Executive order or regulation shall be 
subject to a penalty equal to twice the monetary value of the silver 
in respect of which such failure occurred. 

Sec. 8. Schedule A of title VIII of the Revenue Act of 1926, as 
amended (relating to stamp taxes), is amended by adding at the 
end thereof a new subdivision to read as follows: 

“10. Sii.VER, AND so roRTH, SALES AND TOANSFERS. —On all transfers 
of any interest in silver bullion, if the price for which such interest 
is or is to be transferred exceeds the total of the cost thereof and 
allowed expenses, 50 j)cr centum of the amount of such excess. On 
every such transfer there shall be made and delivered by the trans¬ 
feror to tlie transferee a memorandum to which there shall be 
affixed lawful stamps in value equal to tlie tax thereon. Every such 
memorandum shall show the date thereof, the names and addresses 
of the transferor and transferee, the interest in silver bullion to 
wliich it refers, the price for which such interest is or is to be trans¬ 
ferred and the cost thereof and the allowed expenses. Any person 
liable for payment of tax under this subdivision (or anyone who acts 
in the matter as agent or broker for any such person) who is a 
party to any such transfer, or who in pursuance of any such transfer 
delivers any silver bullion or interest therein, without a memoran¬ 
dum stating truly and completely the information herein required, 
or who delivers any such memorandum without having the proper 
stamps affixed thereto, with intent to evade the foregoing provisions, 
shall be deemed guilty of a misdemeanor, and upon conviction 
thereof shall pay a fine of not exceeding $1,000 or be imprisoned 
not more than six months, or both. Stamps affixed under this sub¬ 
division shall be canceled (in lieu of the manner provided in sec¬ 
tion 804) by such officers and in such manner as regulations under 
this subdivision shall prescribe. Such officers shall cancel such 
stamps only if it appears that the proper tax is being paid, and 
when stamps with respect to any transfer are so canceled, the trans¬ 
feror and not the transferee shall be liable for any additional tax 
found due or penalty with respect to such transfer. The Commis¬ 
sioner shall abate or refund, in accordance with regulations issued 
hereunder, such portion of any tax hereunder as he finds to be 
attributable to profits (1) realized in the course of the transferor’s 
regular business of furnishing silver bullion for industrial, profes¬ 
sional, or artistic use and (a) not resulting from a change in the 
market price of silver bullion, or (b) offset by contemporaneous 
losses incurred in transactions in interests in silver bullion deter- 
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mined, in accordance with such regulations, to have been specifically 
related hedging transactions; or (2) offset by contemporaneous 
losses attributable to changes in the market price of silver bullion 
and incurred in transactions in silver foreign exchange determined, 
in accordance with such regulations, to have been hedged specib 
ically by the interest in silver bullion transferred. The provisions 
of this subdivision shall extend to all transfers in the United States 
of any interest in silver bullion, and to all such transfers outside 
the United States if either party thereto is a resident of the United 
States or is a riti/en of tlie United Slates wlio has been a resident 
thereof within three months before the date of the transfer or if 
such silver bullion or interest therein is situated in the United 
States; and shall extend to transfers to the United States Govern¬ 
ment (the tax in such cases to be payable by the transferor), but 
shall not extend to transfers of silver bullion by deposit or delivery 
at a LTnited States mint under proclamation by the President or in 
compliance with any Executive order issued pursuant to section 7 
of the Silver Purchase Act of 1934. The tax under this subdivision 
on transfers enumerated in subdivision 4 shall be in addition to 
the tax under such subdivision. 71 iis subdivision shall apply (1) 
with respect to all transfers of any interest in silver bullion after 
the enactment of the Silver Purchase Act of 1934, and (2) with 
respect to all transfers of any interest in silver bullion on or after 
^^ay 15, 1934, and prior to the enactment of the Silver Purchase 
Act of 1934, except that in such cases it shall be paid by the trans¬ 
feror in such manner and at such time as the Commissioner, with 
the approval of the Secretary of the Treasury, may by regulations 
prescribe, and the rccjuirement of a memorandum of such transfer 
shall not apply. 

“As used in this subdivision— 

“The term ‘cost’ means the cost of the interest in silver bullion to 
the transferor, except that (a) in case of silver bullion produced 
from materials containing silver which has not previously entered 
into industrial, commercial, or monetary use, the cost to a trans¬ 
feror who is the producer shall be deemed to be the market price 
at the time of production determined in accordance with regula¬ 
tions issued hereunder; (b) in the case of an interest in silver 
bullion acquired by the transferor otherwise than for valuable con¬ 
sideration, the cost shall be deemed to be the cost thereof to the 
last previous transferor by whom it was acquired for a valuable 
consideration; and (c) in the case of any interest in silver bullion 
acquired by the transferor (after April 15, 1934) in a wash sale, the 
cost shall be deemed to be the cost to him of the interest transferred 
by him in such wash sale, but with proper adjustment, in accord- 
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ance with regulations under this subdivision, when such interests 
are in silver bullion for delivery at different times. 

“The term ^transfer’ means a sale, agreement of sale, agreement 
to sell, memorandum of sale or delivery of, or transfer, whether 
made by assignment in blank or by any delivery, or by any paper 
or agreement or memorandum or any other evidence of transfer or 
sale; or means to make a transfer as so defined. 

“The term ‘interest in silver bullion' means any title or claim to, 
or interest in, any silver bullion or contract therefor. 

“The term ‘allowed expenses’ means usual and necessary expenses 
actually incurred in holding, processing, or transporting the interest 
in silver bullion as to which an interest is transferred (including 
storage, insurance, and transportation charges but not including 
interest, taxes, or charges in the nature of overhead), determined 
in accordance with regulations issued hereunder. 

“The term ‘memorandum’ means a bill, memorandum, agree¬ 
ment, or other evidence of a transfer. 

“The term ‘wash sale’ means a transaction involving the transfer 
of an interest in silver bullion and, within thirty days before or 
after such transfer, the acquisition by the same person of an interest 
in silver bullion. Only so much t)f the interest so acquired as does 
not exceed the interest so transferred, and only so much of the inter¬ 
est so transferred as does not exceed the interest so acquired, shall 
be deemed to be included in the wash sale. 

“The term ‘silver bullion’ means silver which has been melted, 
smelted, or refined and is in such state or condition that its value 
depends primarily upon the silver content and not upon its form.’’ 

Sec. 9. The Secretary of the Treasury is hereby authorized to 
issue, with the approval of the President, such rules and regulations 
as the Secretary of the Treasury may deem necessary or proper to 
carry out the purposes of this Act, or of any order issued hereunder. 

Sec. 10. As used in this Act— 

The term “person” means an individual, partnership, association, 
or corporation; 

The term “the continental United States” means the States of 
the United States, the District of Columbia, and the Territory of 
Alaska; 

The term “monetary value” means a value calculated on the 
basis of $1 for an amount of silver or gold equal to the amount at 
the time contained in the standard silver dollar and the gold dollar, 
respectively; 

The term “stocks of silver” means the total amount of silver at 
the time owned by the United States (whether or not held as 
security for outstanding currency of the United States) and of 
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silver contained in coins of the United States at the time out¬ 
standing; 

The term “stocks of gold" means the total amount of gold at the 
time owned by the United States, whether or not held as a reserve 
or as security for any outstanding currency of the United States. 

Sec. 11. There is authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, the sum of 
$500,000, which shall be available for expenditure under the direc¬ 
tion of the President and in his discretion, for any purpose in 
connection with the carrying out of this Act; and there are hereby 
authorized to be appropriated annually such additional sums as 
may be necessary for such purposes. 

Sec. 12. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. If any provision of this Act, or the application 
thereof to any person or circumstances, is held invalid, the re¬ 
mainder of the Act, and the application of such provision to other 
persons or circumstances, shall not be affected thereby. 

Sec. 13. All Acts and parts of Acts inconsistent with any of the 
provisions of this Act are hereby repealed, but the authority con¬ 
ferred in this Act upon the President and the Secretary of the 
Treasury is declared to be supplemental to the authority heretofore 
conferred. 

Approved, June 19, 1934, 9 p.m. 



8. BANK HOLIDAY PROCLAMATION, MARCH 6, 1933 

BY THE PRESIDENT OF THE UNITED STATES 
OF AMERICA 

A PROCLAMATION 

Whkrkas there have been Jieavy and unwarranted withdrawals 
of gold and currency from our banking institutions for the pur}X)se 
of hoarding; and 

Whereas continuous and increasingly extensive speculative ac> 
tivity abroad in foreign exchange has resulted in severe drains on 
the Nation’s stocks of gold: and 

Whereas those conditions have created a national emergency; 
and 

Whereas it is in the best interests of all bank depositors that a 
period of respite be provided with a view to ]3reventing further 
hoarding of coin, bullion or currency or speculation in foreign 
exchange and permitting tlie ap}>lication of approj>riate measures 
to protect the interests of our peoj)le; and 

Whereas it is provided in Section 5 (b) ol the Act of October (i, 
1917 (40 Stat.L.411) as amended, “That the President may inves¬ 
tigate, regulate, or prohil)it, under such rules and regulations as 
he may prescribe, by means of licenses or otherwise, any transac¬ 
tions in foreign exchange and the export, hoarding, melting, or 
earmarkings of gold or silver cc^in or bullion or currency ***”; 
and 

Whereas it is provided in Section iti of the said Act “that who¬ 
ever shall willfully violate any of the provisions of this Act or of 
any license, rule, or regulation issued thereunder, and whoever 
shall willfully violate, neglect, or refuse to comply with any order 
of the President issued in compliance with the provisions of this 
Act, shall, upon conviction, be fined not more than $10,000, or, if 
a natural person, imprisoned for not more than ten years, or 
both; 

Now, THEREFORE, I, Frankein D. Roosevelt, President of the 
United States of America, in view of such national emergency and 
by virtue of the authority vested in me by said Act and in order 
to prevent the export, hoarding, or earmarking of gold or silver 
coin or bullion or currency, do hereby proclaim, order, direct and 
declare that from Monday, the sixth day of March, to Thursday, 
the ninth day of March, Nineteen Hundred and Thirty Three, 
both dates inclusive, there shall be maintained and observed by all 
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banking instilnlions and all hranchrs ibrrcol located in the United 
States of America, including the territories and insular possessions, 
a bank holiday, and that during said period all banking transac¬ 
tions shall be suspended. During such holiday, excepting as here¬ 
inafter provided, no such banking institution or branch shall pay 
out, export, earmark, or permit the withdrawal or transfer in any 
manner or by any device whatsoever, of any gold or silver coin or 
bullion or currency or take any other action which might facilitate 
the hoarding thereof; nor shall any such banking institution or 
branch pay out deposits, make loans or discounts, deal in foreign 
exchange, transfer credits from the United States to any place 
abroad, or transact any other banking business whatsoever. 

During such holiday, the Secretary of the Treasury, with the 
approval of the President and under such regulations as he may 
prescribe, is authorized and empowered (a) to permit any or all 
of such l)anking institutions to perform any or all of the usual 
banking functions, (b) to direct, require or permit the issuance 
of clearing house certificates or other evidences of claims against 
assets of banking institutions, and (c) to authorize and direct the 
creation in such banking institutions of special trust accounts for 
the receipt of new deposits which shall be subject to withdrawal 
on demand without any restriction or limitation and shall be kept 
separately in cash or on deposit in Federal Reserve Banks or in¬ 
vested in obligations of the United States. 

As used in this order the term “banking institutions’' shall in¬ 
clude all Federal Reserve banks, national banking associations, 
banks, trust companies, savings banks, building and loan associa¬ 
tions, credit unions, or other corporations, partnerships, associa¬ 
tions or persons, engaged in the business of receiving deposits, 
making loans, discounting business paper, or transacting any other 
form of banking business. 

In witness whereof^ I have hereunto set my hand and caused 
the seal of the United States to be affixed. 

Done in the City of Washington this 6th day of March—1 A.M. 

in the year of our Lord One Thou¬ 
sand Nine Hundred and Thirty- 
(seal) three, and of the Independence of 

the United States the One Hundred 
and Fifty-seventh. 

Franklin D. Roosevelt 

By the President: 

Cordell Hull 

Secretary of State 



g. president’s message to London economic conference, 

JULY 2 , 1933 

DEPARTMENT OF STATE 

FOR THE PRESS July 3, 1933 

The Secretary of State, Mr. Cordell Hull, at London, in his 
capacity as Secretary of State, today made public the following 
message to him from the President of the United States, dated 
July 2, 1933: 

“I would regard it as a catastrophe amounting to a world tragedy 
if the great Conference of Nations, called to bring about a more 
real and permanent financial stability and a greater prosperity to 
the masses of all nations, should, in advance of any serious effort 
to consider these broader problems, allow itself to be diverted by 
the proposal of a purely artificial and temporary experiment affect¬ 
ing the monetary exchange of a few nations only. Such action, such 
diversion, shows a singular lack of proportion and a failure to 
remember the larger purposes for which the Economic Conference 
originally was called together. 

“I do not relish the thought that insistence on such action should 
be made an excuse for the continuance of the basic economic errors 
that underlie so much of the present world wide depression. 

'‘The world will not long be lulled by the specious fallacy of 
achieving a temporary and probably an artificial stability in foreign 
exchange on the part of a few large countries only. 

“The sound internal economic system of a nation is a greater 
factor in its well being than the juice of its currency in changing 
terms of the currencies of other nations. 

“It is for this reasrm that reduced cost of government, adequate 
government income, and ability to service government debts are all 
so imj)ortant to ultimate stability. So too, old fetishes of so-called 
international bankers are being rejdaced by efforts to plan national 
currencies with the objective of giving to those currencies a con¬ 
tinuing purchasing power which does not greatly vary in terms of 
the commodities and need of modern civilization. Let me be frank 
in saying that the United States seeks the kind of a dollar which 
a generation hence will have the same purchasing and debt paying 
power as the dollar value we hope to attain in the near future. That 
objective means more to the good of other nations than a fixed 
ratio for a month or two in terms of the pound or franc. 
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'‘Our broad purpose is the permanent stabilization of every na¬ 
tion’s currency. Gold or gold and silver can well continue to be a 
metallic reserve behind currencies but this is not the time to dis¬ 
sipate gold reserves. When the world works out concerted policies 
in the majority of nations to produce balanced budgets and living 
within their means, then we can properly discuss a better distribu¬ 
tion of the world’s gold and silver supply to act as a reserve base 
of national currencies. Restoration of world trade is an important 
partner, both in the means and in the result. Here also temporary 
exchange fixing is not the true answer. We must rather mitigate 
existing embargoes to make easier the exchange of products which 
one nation has and the other nation has not. 

“The Conference was called to better and perhaps to cure funda¬ 
mental economic ills. It must not be diverted from that effort.” 



lO. EXTRACT FROM PRESIDENT'S RADIO SPEECH, 
OCTOBER 22 , iggg 

Finally, I repeat what I have said on many occasions, that ever 
since last March the definite policy of the Government has been to 
restore commodity price levels. The object has been the attainment 
of such a level as will enable agriculture and industry once more 
to give work to the unemployed. It has been to make possible the 
payment of public and private debts more nearly at the price level 
at which they were incurred. It has been gradually to restore a 
balance in the price structure so that farmers may exchange their 
products for the products of industry on a fairer exchange basis. 
It has been and is also the purpose to prevent prices from rising 
beyond the point necessary to attain these ends. The permanent 
welfare and security of every class of our people ultimately depends 
on our attainment of these purposes. 

Obviously, and because hundreds of different kinds of crops and 
industrial occupations in the huge territory that makes up this 
Nation are involved, we cannot reach the goal in only a few 
months. We may take one year or two years or three years. 

No one who considers the plain facts of our situation believes 
that commodity prices, especially agricultural prices, are high 
enough yet. 

Some peo})le are putting the cart before the horse. They want 
a permanent revaluation of the dollar first. It is the Government’s 
policy to restore the price level first. I would not know, and no one 
else could tell, just what the permanent valuation of the dollar 
will be. To guess at a permanent gold valuation now would cer¬ 
tainly require later changes caused by later facts. 

When we have restored the price level, we shall seek to establish 
and maintain a dollar which will not change its purchasing and 
debt paying power during the succeeding generation. I said that 
in my message to the American delegation in London last July. 
And I say it now once more. 

Because of conditions in this country and because of events 
beyond our control in other parts of the world, it becomes increas¬ 
ingly important to develop and apply the further measures which 
may be necessary from time to time to control the gold value of 
our own dollar at home. 

Our dollar is now altogether too greatly influenced by the acci¬ 
dents of international trade, by the internal policies of other 
nations and by political disturbance in other continents. Therefore 
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the United Stales nnist take firmly in its own hands the control of 
the gold value of our dollar. This is necessary in order to prevent 
dollar disturbances from swinging us away from our ultimate goal, 
namely, the continued recovery of our commodity prices. 

As a further effective means to this end, I am going to establish 
a government market for gold in the United States. Therefore, 
under the clearly defined authority of existing law, I am authorizing 
the Reconstruction Finance Corporation to buy gold newly mined 
in the United States at prices to be determined from time to time 
after consultation with the Secretary of the Treasury and the 
President. Whenever necessary to the end in view, we shall also buy 
or sell gold in the world market. 

My aim in taking this step is to establish and maintain continu- 
ous control. 

This is a policy and.not an expedient. 

It is not to be used merely to offset a temporary fall in prices. 
We are thus continuing to move towards a managed currency. 

You will recall the dire predictions made last Spring by those 
who did not agree with our common policies of raising prices by 
direct means. What actually happened stood out in sharp contrast 
with those predictions. Government credit is high, prices have risen 
in part. Doubtless prophets of evil still exist in our midst. But 
government credit will be maintained and a sound currency will 
accompany a rise in the American commodity price level. 



1 1 . PRESIDENTIAL PROCLAMATION REVALUING GOLD, 
JANUARY 31, 1934 

BY THE PRESIDENT OF TFIE UNITED STATES 
OF AMERICA 

A PROCLAMATION 

Whereas, by virtue of Section 1 of the Act of Congress approved 
March 14, 1900 (31 Stat. L.45), the present weight of the gold 
dollar is fixed at twenty-five and eight tenths grains of gold nine 
tenths fine; and 

Whereas, by Section 43, Title III of the Act approved May 12, 
1933 (Public No. 10, 73d Congress), as amended by Section 12 of 
the Gold Reserve Act of 1934, it is provided in part as follows: 

“Whenever the President finds, upon investigation, that (1) the 
foreign commerce of the United States is adversely affected by 
reason of the depreciation in the value of the currency of any other 
government or governments in relation to the present standard 
value of gold, or (2) action under this section is necessary in order 
to regulate and maintain the parity of currency issues of the United 
States, or (3) an economic emergency requires an expansion of 
credit, or (4) an expansion of credit is necessary to secure by inter¬ 
national agreement a stabilization at proper levels of the currencies 
of various governments, the President is authorized, in his dis¬ 
cretion— 

“ (a) To direct the Secretary of the Treasury to enter into agree¬ 
ments with the several Federal Reserve banks and with the Fed¬ 
eral Reserve Board whereby the Federal Reserve Board will, and it 
is hereby authorized to, notwithstanding any provisions of law or 
rules and regulations to the contrary, permit such reserve banks 
to agree that they will, (i) conduct, pursuant to existing law, 
throughout specified periods, open market operations in obliga¬ 
tions of the United States Government or corporations in which the 
United States is the majority stockholder, and (2) purchase directly 
and hold in portfolio for an agreed period or periods of time 
Treasury bills or other obligations of the United States Govern¬ 
ment in an aggregate sum of $3,000,000,000 in addition to those 
they may then hold, unless prior to the termination of such period 
or periods the Secretary shall consent to their sale. No suspension 
of reserve requirements of the Federal Reserve banks, under the 
terms of section 11 (c) of the Federal Reserve Act, necessitated by 
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reason of ojXTaiions under this seciion, sJiall recjuire the imposition 
of the graduated tax u})on any deficiency in reserves as provided in 
said section 11 (c). Nor shall it rccpiirc any automatic increase in 
the rates of interest or discount charged hy any Federal RCvServe 
bank, as otherwise specified in tliat section. The Federal Reserve 
Board, with tlie approval of the Secretary of the Treasury, may 
require the Federal Reserve banks to take such action as may be 
necessary, in the judgment of the Board and of the Secretary of 
tlie Treasury, to prevent undue credit expansion. 

“ (b) If the Secretary, when directed by the President, is unable 
to secure the assent of the several Federal Reserve banks and the 
Federal Reserve Board to the agreements authorized in this section, 
or if operations under the above provisions prove to be inadequate 
to meet tlie pur])oses oi this section, or if for any other reason addi¬ 
tional measures arc required in the judgment of the President to 
meet such purposes, then the President is authorized— 

# # * * * 

“ (2) By proclamation to fix the weight of the gold dollar in 
grains nine tenths fine and also to fix the weight of the silver dollar 
in grains nine tentlis fine at a definite fixed ratio in relation to the 
gold dollar at such amounts as he finds necessary from his investi¬ 
gation to stabilize domestic prices or to protect the foreign com¬ 
merce against the adverse effect of depreciated foreign currencies, 
and to provide for the unlimited coinage of such gold and silver 
at the ratio so fixed, or in case the Government of the United States 
enters into an agreement with any government or governments 
under the terms of which the ratio between the value of gold and 
other currency issued by the United States and by any such govern¬ 
ment or governments is established, the President may fix the 
weight of the gold dollar in accordance with the ratio so agreed 
upon, and such gold dollar, the weight of which is so fixed, shall 
be the standard unit of value, and all forms of money issued or 
coined by the United States shall be maintained at a parity with 
this standard and it shall be the duty of the Secretary of the Treas¬ 
ury to maintain such parity, but in no event shall the weight of 
the gold dollar be fixed so as to reduce its present weight by more 
than 50 per centum. Nor shall the weight of the gold dollar be 
fixed in any event at more than 60 per centum of its present weight. 
The powers of the President specified in this paragraph shall be 
deemed to be separate, distinct, and continuing powers, and may 
be exercised by him, from time to time, severally or together, 
whenever and as the expressed objects of this section in his judg¬ 
ment may require; except that such powers shall expire two years 
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after the date of enactment of the Gold Reserve Act of 1934 unless 
the President shall sooner declare the existing emergency ended, 
but the President may extend such period for not more than one 
additional year after such date i)y proclamation recognizing the 
continuance of such emergency”; and 

Whereas, I find, upon investigation, that the foreign commerce 
of the United States is adversely affected by reason of the depre¬ 
ciation in the value of the currencies of other governments in rela¬ 
tion to the present standard value of gold, and that an economic 
emergency requires an expansion of credit; and 

Whereas, in my judgment, measures additional to those pro¬ 
vided by subsection (a) of said Section 43 are required to meet 
the purposes of such Section; and 

Whereas, I find, from my investigation, that, in order to stabilize 
domestic prices and to protect the foreign commerce against the 
adverse effect of depreciated foreign currencies, it is necessary to 
fix the weight of the gold dollar at 15%! grains nine tenths fine, 
Now, therefore, be it known that I, Franklin D. Roosevelt, 
President of the United States, by virtue of the authority vested 
in me by Section 43, I'itle III of said Act of May 12, 1933, as 
amended, and by virtue of all other authority vested in me, do 
hereby proclaim, order, direct, declare and fix the weight of the 
gold dollar to be 15%! grains nine tenths fine, from and after the 
date and hour of this proclamation. The weight of the silver dollar 
is not altered or affected in any manner by reason of this proc¬ 
lamation. 

This proclamation shall remain in force and effect until and 
unless repealed or modified by act of Congress or by subsequent 
proclamation; and notice is hereby given that I reserve the right 
by virtue of the authority vested in me to alter or modify this proc¬ 
lamation as the interest of the United States may seem to require. 

In witness whereof J have hereunto set my hand and have 
caused the seal of the United States to be affixed. 

Done in the City of Washington at 3:10 o’clock in the afternoon, 

Eastern Standard Time, this 31st 
day of January, in the year of our 
Lord one thousand nine hundred 
(Seal) and thirty-four, and of the Inde¬ 

pendence of the United States the 
one hundred and fifty-eighth. 

Franklin D. Roosevelt 

By the President: 

Cordell Hull 
Secretary of State 



12 . PRESIDENTIAL PROCLAMATION '‘NATIONALIZING” SILVER, 
AUGUST 9, 1934 

BY THE PRESIDENT OF THE UNITED STATES 
OF AMERICA 

A PROCLAMATION 

Whereas, by Paragraph (2) of Section 43, Title III, of the Act 
of Congress, approved May 12, 1933 (Public No. 10), as amended 
by the Gold Reserve Act of 1934, the President is authorized '‘By 
proclamation to fix the weight of the gold dollar in grains nine 
tenths fine and also to fix the weight of the silver dollar in grains 
nine tenths fine at a definite fixed ratio in relation to the gold 
dollar at such amounts as he finds necessary from his investigation 
10 stabilize domestic prices or to protect the foreign commerce 
against the adverse effect of depreciated foreign currencies, and to 
provide for the unlimited coinage of such gold and silver at the 
ratio so fixed, *** and “The President, in addition to the 
authority to pro\'idc for the unlimited coinage of silver at the ratio 
so fixed, under such terms and conditions as he may prescribe, is 
further authorized to cause to be issued and delivered to the 
tenderer of silver for coinage, siher certificates in lieu of the 
standard silver dollars to which the tenderer would be entitled and 
ill an amount in dollars equal to the number of coined standard 
silver dollars that the tenderer of such silver for coinage would re¬ 
ceive in standard silver dollars'’; and “The President is further 
authorized to issue silver certificates in such denominations as he 
may prescribe against any silver bullion, silver, or standard silver 
dollars in the Treasury not then held for redemption of any out¬ 
standing silver certificates, and to coin standard silver dollars or 
subsidiary currency for the redemption of such silver certificates”; 
and 

Whereas, the Silver Purchase Act of 1934, approved June 19, 
1934, provides in Sections 2, 5, and 7, in part, as follows: 

“Sec. 2. It is hereby declared to be the policy of the United States 
that the proportion of silver to gold in the monetary stocks of the 
United States should be increased, with the ultimate objective of 
having and maintaining, one fourth of the monetary value of such 
stocks in silver.” 

“Sec. 5. The Secretary of the Treasury is authorized and directed 
to issue silver certificates in such denominations as he may from 
time to time prescribe in a face amount not less than the cost of all 
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silver purchased under the authority of section 3, and such certifi¬ 
cates shall be placed in actual circulation. There shall be main¬ 
tained in the Treasury as security for all silver certificates hereto¬ 
fore or hereafter issued and at the time outstanding an amount of 
silver in bullion and standard silver dollars of a monetary value 
equal to the face amount of such silver certificates. All silver cer¬ 
tificates heretofore or hereafter issued shall be legal tender for all 
debts, public and private, public charges, taxes, duties, and dues, 
and shall be redeemable on demand at the Treasury of the United 
States in standard silver dollars; and the Secretary of the Treasury 
is authorized to coin standard silver dollars for such redemption.” 

“Sec. 7. Whenever in the judgment of the President such action 
is necessary to effectuate the policy of this Act, he may by Executive 
order require the delivery to the United States mints of any or all 
silver by whomever owned or possessed, 1 he silver so delivered shall 
be coined into standard silver dollars or otherwise added to the 
monetary stocks of the United States as the President may deter¬ 
mine; and there shall be returned therefor in standard silver 
dollars, or any other coin or currency of the United States, the 
monetary value of the silver so delivered less such deductions for 
seigniorage, brassage, coinage, and other mint charges as the Secre¬ 
tary of the Treasury with the approval of the President shall have 
determined; Provided, That in no case shall the value of the 
amount returned therefor be less than the fair value at the time 
of such order of the silver required to be delivered as such value 
is determined by the market price over a reasonable period ter¬ 
minating at the time of such order. ****’* 

Now^ THEREFORE, finding it necessary, in my judgment, to effectu¬ 
ate the policy of the Silver Purchase Act of 1934, to assist in in¬ 
creasing and stabilizing domestic prices, to protect our foreign com¬ 
merce against the adverse effect of depreciated foreign currencies, 
and to promote the objectives of the Proclamation of the 21st day 
of December, nineteen hundred and thirty-three, relating to the 
coinage of silver; by virtue of the power in me vested by the Acts 
of Congress above cited, and other legislation designated for 
national recovery, and by virtue of all other authority in me vested; 

I, Franklin D. Roosevelt, President of the United States of 
America, do proclaim and direct that each United States mint shall 
receive for coinage or for addition to the monetary stocks of the 
United States, as hereinafter determined, any silver which such 
mint, subject to regulations prescribed hereunder by the Secretary 
of the Treasury, is satisfied was situated on the effective date hereof 
in the continental United States, inchuling the Territory of Alaska. 

The silver so delivered shall be added to the monetary stocks of 
the United States and shall be coined from time to time into stand- 
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ard silver df)llars in such amounts as arc required to carry out the 
provisions of this Proclamation and to provide for the redemption 
of silver certificates; and there shall be returned therefor in standard 
silver dollars, silver certificates, or any other coin or currency of the 
United States, the monetary value of the silver so delivered (that 
is, $1.2929-!- a fine troy ounce), less a deduction of 6i%5 percent 
thereof for seigniorage, brassage, coinage, and other mint charges, 
such deduction having been determined by the Secretary of the 
Treasury with my approval. 

The provisions hereof are supplemental to the provisions of the 
Proclamation of the 21st day of December, nineteen hundred and 
thirty-three, and the United States coinage mints shall continue to 
receive for coinage in accordance with the provisions of such Proc¬ 
lamation silver which such mint, subject to regulations prescribed 
thereunder by the Secretary of the Treasury, is satisfied has been 
mined subsequently to the date of such Proclamation, from natural 
deposits in the United States or any place subject to the jurisdiction 
thereof; proxndrd, hownfer, that the Director of the Mint shall, 
at the option of the tenderer of such silver, deliver silver certificates 
in lieu of the standard silver dollars to winch the tenderer of such 
silver for coinage would be entitled and in an amount in dollars 
equal to the coined standard silver dollars that the tenderer of such 
silver for coinage would receive in standard silver dollars. 

The Secretary of tlie Treasury is authorized to prescribe regula¬ 
tions to carry out the purpose of this Proclamation. 

Notice is hereby given that 1 reserve the right by virtue of the 
authority vested in me to revoke or modify this Proclamation as 
the interest of the United States may seem to require. 

This Proclamation shall bear the date of, and becomes effective 
on, the day on which the Secretary or Acting Secretary of State 
countersigns the same, affixes thereto the Seal of the United States, 
and deposits this Proclamation so countersigned and sealed in the 
Office of the Secretary of State, as a part of the archives of the 
Nation. 

In witness whereof I have hereunto set my hand. 

Franklin D. Roosevelt 
By the President; and countersigned and 
sealed with the Seal of the United States, 
by direction of the President, this 9th day 
of August, in the year of our Lord nineteen 
hundred and thirty-four, and of the Independence of 
the United States of America the one hundred and fifty-ninth 

Cordell Hull 

Secretary of State 



13. GOLD STANDARD ACT, MARCH 14, 19OO 


An Act to define and fix the standard of value, to maintain the parity of all 

forms of money issued or coined by the United States, to refund the public 

debt, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the dollar 
consisting of Uventy-five and eight-tenths grains of gold nine-tenths 
fine, as established by section thirty-five hundred and eleven of the 
Revised Statutes of the United States, shall be the standard unit of 
value, and all forms of money issued or coined by the United States 
shall be maintained at a parity of value with this standard, and it 
shall be the duty of the Secretary of the Treasury to maintain such 
parity. 

Sec. 2. That United States notes, and Treasury notes issued 
under the act of July fourteenth, eighteen hundred and ninety, 
when presented to the Treasury for redemption, shall be redeemed 
in gold coin of the standard fixed in the first section of this act, and 
in order to secure the prompt and certain redemption of such notes 
as herein provided it shall be the duty of the Secretary of the Treas¬ 
ury to set apart in the Treasury a reserve fund of one hundred and 
fifty million dollars in gold coin and bullion, which fund shall be 
used for such redetription purj^oscs only, and whenever and as often 
as any of said notes sliall be redeemed from said fund it shall be the 
duty of the Secretary of the 1 reasury to use said notes so redeemed 
to restore and maintain such reserve fund in the manner following, 
to wot: First, by exchanging the notes so redeemed for any gold coin 
in the general fund of the Treasury; second, by accepting deposits 
of gold coin at the Treasury or at any subtreasury in exchange for 
the United States notes so redeemed; third, by procuring gold coin 
by the use of said notes, in accordance with the provisions of section 
thirty-seven hundred of the Revised Statutes of the United States. If 
the Secretary of the Treasury is unable to restore and maintain the 
gold coin in the reserve fund by the foregoing methods, and the 
amount of such gold coin and bullion in said fund shall at any time 
fall below one hundred million dollars, then it shall be his duty 
to restore the same to the maximum sum of one hundred and fifty 
million dollars by borrowing money on the credit of the United 
States, and for the debt thus incurred to issue and sell coupon or 
registered bonds of the United States, in such form as he may pre¬ 
scribe, in denominations of fifty dollars or any multiple thereof, 
bearing interest at the rate of not exceeding three per centum per 
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annum, payable quarterly, such bonds to be payable at the pleasure 
of the United States after one year from the date of their issue, and 
to be payable, principal and interest, in gold coin of the present 
standard value and to be exempt from the payment of all taxes or 
duties of the United States, as well as from taxation in any form 
by or under State, rrumicipal, or local authority; and the gold coin 
received from the sale of said bonds shall first be covered into the 
general fund of the Treasury and then exchanged, in the manner 
hereinbefore provided, for an equal amount of the notes redeemed 
and held for exchange, and the Secretary of the Treasury may, in 
his discretion, use said notes in exchange for gold, or to purchase 
or redeem any bonds of the United States, or for any other lawful 
purpose the public interests may require, except that they shall 
not be used to meet deficiencies in the current revenues. That 
United States notes when redeemed in accordance with the pro¬ 
visions of this section shall be reissued, but shall be held in the 
reserve fund until exclianged for gold, as herein provided; and the 
gold coin and bullion in the reserve fund, together with the re¬ 
deemed notes held for use as provided in this section, shall at no 
time exceed the maximum sum of one hundred and fifty million 
dollars. 

Sec. I’hat nothing contained in this act shall be construed to 
affect tlie legal-tender quality as now provided by law of the silver 
df)llar, or of any other money coined or issued by the United States. 

Sec. 4. That there l^e established in the Treasury Department, as 
a j)art of the office of the Treasurer of the LTnited States, divisions 
to be designated and known as the division of issue and the division 
of redemption, to which shall be assigned, respectively, under such 
regulations as the Secretary of tlic Treasury may approve, all records 
and accounts relating to the issue and redemption of United States 
notes, gold certificates, silver certificates, and currency certificates. 
There shall be transferred from the accounts of the general fund 
of the Treasury of the United States, and taken up on the books of 
said divisions, respectively, accounts relating to the reserve fund for 
the redemption of United States notes and Treasury notes, the gold 
coin held against outstanding gold certificates, the United States 
notes held against outstanding currency certificates, and the silver 
dollars held against outstanding silver certificates, and each of the 
funds represented by these accounts shall be used for the redemp¬ 
tion of the notes and certificates for which they are respectively 
pledged, and shall be used for no other purpose, the same being 
held as trust funds. 

Sec. 5. That it shall be the duty of tlie Secretary of the Treasury, 
as fast as standard silver dollars arc coined under the provisions of 
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the acts of July fourteenth, eighteen hundred and ninety, and June 
thirteenth, eighteen hundred and ninety-eight, from bullion pur¬ 
chased under the Act of July fourteenth, eighteen hundred and 
ninety, to retire and cancel an equal amount of Treasury notes 
whenever received into the Treasury, either by exchange in accord¬ 
ance with the provisions of this act or in the ordinary course of 
business, and upon the cancelation of Treasury notes silver certif¬ 
icates shall be issued against the silver dollars so coined. 

Sec. 6. That the Secretary of the Treasury is hereby authorized 
and directed to receive deposits of gold coin with the Treasurer or 
any assistant treasurer of the United States in sums of not less than 
twenty dollars, and to issue gold certificates therefor in denomina¬ 
tions of not less than twenty dollars, and the coin so deposited shall 
be retained in the Treasury and held for the payment of such 
certificates on demand, and used for no other purpose. Such certif¬ 
icates shall be receivable for customs, taxes, and all public dues, 
and when so received may be reissued, and when held by any 
national banking association may be counted as a part of its lawful 
reserve: Provided, That whenever and so long as the gold coin held 
in the reserve fund in the Treasury for the redemption of United 
States notes and Treasury notes shall fall and remain below one 
hundred million dollars the authority to issue certificates as herein 
provided shall be suspended: And provided further, That whenever 
and so long as the aggregate amount of United States notes and 
silver certificates in the general fund of the Treasury shall exceed 
sixty million dollars the Secretary of the Treasury may, in his dis¬ 
cretion, suspend the issue of the certificates herein provided for: 
And provided further, That of the amount of such outstanding 
certificates one-fourth at least shall be in denominations of fifty 
dollars or less: And provided further, That the Secretary of the 
Treasury may, in his discretion, issue such certificates in denomina¬ 
tions of ten thousand dollars, payable to order. And section fifty-one 
hundred and ninety-three of the Revised Statutes of the United 
States is hereby repealed. 

Sec. 7. That hereafter silver certificates shall be issued only of 
denominations of ten dollars and under, except that not exceeding 
the aggregate ten per centum of the total volume of said certificates, 
in the discretion of the Secretary of the Treasury, may be issued in 
denominations of twenty dollars, fifty dollars, and one hundred 
dollars; and silver certificates of higher denomination than ten 
dollars, except as herein provided, shall, whenever received at the 
Treasury or redeemed, be retired and canceled, and certificates of 
denominations of ten dollars or less shall be substituted therefor, 
and after such substitution, in whole or in part, a like volume of 
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United States notes of less denomination than ten dollars shall from 
time to time be retired and canceled, and notes of denominations 
of ten dollars and upward shall be reissued in substitution therefor, 
with like qualities and restrictions as tliose retired and canceled. 

Sec. 8. That the Secretary of the 1 rcasury is hereby authorized 
to use, at his discretion, any silver bullion in the Treasury of the 
United States purchasccl under the Act of July fourteenth, eighteen 
hundred and ninety, for coinage into siicli denominations of sub¬ 
sidiary silver coin as may be necessary to meet the public require¬ 
ments for sucli coin: Prrnndcd, That tlie amount of subsidiary 
silver coin outstanding shall not at any time exceed in the aggregate 
one hundred millions of dollars. Whenever any silver bullion pur¬ 
chased under the Act of July fourteenth, eighteen hundred and 
ninety, sliall be used in the coinage of subsidiary silver coin, an 
amount of Treasury notes issued under said Act equal to the cost 
of the bullion contained in such coin shall be canceled and not 
reissued. 

Sec, 9. That the Secretary of the Treasury is hereby authorized 
and directed to cause all worn and uncurrent subsidiary silver coin 
of the United States now in the Treasury, and hereafter received, 
to be recoined, and to reimburse the I’reasurer of the United States 
for the dillerence between the nominal or face value of such coin 
and the amount the same will produce in new coin from any 
moneys in the I'reasury not otherwise appropriated. 

Sec. 10. That section fifty-one hundrecl and thirty-eight of the 
Revised Statutes is hereby amended so as to read as follows: 

“Section 5138. No association shall be organized with a less 
capital than one hundred thousand dollars, except that banks with a 
capital of not less than fifty thousand dollars may, with the approval 
of the Secretary of the Treasury, be organized in any place the 
population of which docs not exceed six thousand inhabitants, and 
except that banks with a capital of not less than twenty-five thou¬ 
sand dollars may, with the sanction of the Secretary of the Treasury, 
be organized in any place the population of which does not exceed 
three thousand inhabitants. No association shall be organized in a 
city the population of which exceeds fifty thousand persons with a 
capital of less than two hundrecl thousand dollars.” 

Sec. 11. That the Secretary of the Treasury is hereby authorized 
to receive at the Treasury any of the outstanding bonds of the 
United States bearing interest at five per centum per annum, pay¬ 
able February first, nineteen hundred and four, and any bonds of 
the United States bearing interest at four per centum per annum, 
payable July first, nineteen hundred and seven, and any bonds of 
the United States bearing interest at three per centum per annum, 
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payable August first, nineteen hundred and eight, and to issue in 
exchange therefor an equal amount of coupon or registered bonds 
of the United States in such form as he may prescribe, in denomina¬ 
tions of fifty dollars or any multij^le thereof, bearing interest at the 
rate of two per centum per annum, payable quarterly, such bonds 
to be payable at the pleasure of the United Slates after thirty years 
from the date of their issue, and said ])onds to be payable, principal 
and interest, in gold coin of the present standard value, and to be 
exempt from the payment of all taxes or duties of the United 
States, as well as from taxation in any form by or under State, 
municipal, or local authority: Provided^ That such outstanding 
bonds may be received in exchange at a valuation not greater than 
their present worth to yield an income of two and one-quarter per 
centum per annum; and in consideration of the reduction of inter¬ 
est effected, the Secretary of the Treasury is authorized to pay to the 
holders of the outstanding bonds surrendered for exchange, out of 
any money in the Treasury not otherwise appropriated, a sum not 
greater than the difference between their present worth, computed 
as aforesaid, and their par value, and the j)ayments to be made 
hereunder shall be held to be payments on account of the sinking 
fund created by section thirty-six hundred and ninety-four of the 
Revised Statutes: A fid. proinded jiiriJier, d'hat the two per centum 
bonds to be issued under the provisions of this Act shall be issued 
at not less than par, and they shall be numbered consecutively in 
the order of their issue, and when payment is made the last num¬ 
bers issued shall be first paid, and this order shall be followed until 
all the bonds are paid, and whenever any of the outstanding bonds 
are called for payment interest thereon shall cease three months after 
such call; and there is hereby appropriated out of any money in 
the Treasury not otherwise appropriated, to effect the exchanges of 
bonds provided for in this Act, a sum not exceeding one-fifteenth 
of one per centum of the face value of said bonds, to pay the ex¬ 
pense of preparing and issuing the same and other expenses 
incident thereto. 

Sec. 12. That upon the deposit with the Treasurer of the United 
States, by any national banking association, of any bonds of the 
United States in the manner provided by existing law, such asso¬ 
ciation shall be entitled to receive from the Comptroller of the 
Currency circulating notes in blank, registered and countersigned 
as provided by lav/, equal in amount to the par value of the bonds 
so deposited; and any national banking association now having 
bonds on deposit for the security of circulating notes, and upon 
which an amount of circulating notes has been issued less than the 
par value of the bonds, shall be entitled, upon due application to 
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the Coinptiollcr of tli(‘ C’urrenry, to receive additional circulat¬ 
ing notes in blank to an amount which will increase the circulating 
notes held by such association to the par value of the bonds de¬ 
posited, such additional notes to be held and treated in the same 
way as circidating notes of national banking associations heretofore 
issued, and subject to all the provisions of law affecting such notes: 
Provided, That nothing herein contained shall be construed to 
modify or repeal the provisions of section lifty-one hundred and 
sixty-seven of the Revised Statutes of the United States, authorizing 
the Comptroller of the (Currency to require additional deposits of 
bonds or of lawful money in case the market value of the bonds 
held to secure the circulating notes shall fall below the }:)ar value 
of the circulating notes outstanding for which such bonds may be 
deposited as security: A7id provided further, That the circulating 
notes furnished to national banking associations under the pro¬ 
visions of this Act shall be of the denominations prescribed by law, 
except that no national banking association shall after the passage 
of this Act, be entitled to receive from the Comptroller of the 
Currency, or to issue or reissue or place in circulation, more than 
one-third in amount of its circulating notes of tlie denomination 
of five dollars: And provided further. That the total amount of 
such notes issued to any such association may equal at any time but 
shall not exceed the amount at such time of its capital stock actually 
paid in: And provided further, That under regulations to be pre¬ 
scribed by the Secretary of the Treasury any national banking asso¬ 
ciation may substitute the two per centum bonds issued under the 
provisions of this Act for any of the bonds deposited with the 
Treasurer to secure circulation or to secure deposits of public 
money; and so much of an Act entitled *‘An y\ct to enable national 
banking associations to extend their corporalc existence, and for 
other purposes," appixncd July twelfth, eighteen hundred and 
eighty-two, as prohibits any national l)ank which makes any deposit 
of lawful money in order to withdraw its circulating notes from 
receiving any increase of its circulation for the period of six months 
from the time it made such dcj>osit of lawful money for the purpose 
aforesaid, is hereby repealed, and all other Acts or parts of Acts 
inconsistent with the provisions of this section are hereby repealed. 

Sec. 13. That every national banking association having on de¬ 
posit, as provided by law, bonds of the United States bearing inter¬ 
est at the rate of two per centum per annum, issued under the 
provisions of this act, to secure its circulating notes, shall pay to 
the Treasury of the United States, in the months of January and 
July, a tax of one-fourth of one per centum each half year upon 
the average amount of such of its notes in circulation as are based 
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upon the deposit of said two per eeiitiini bonds; and such taxes 
shall be in lieu of existing taxes on its notes in circulation imposed 
by section fifty-two hundred and fourteen of the Revised Statutes. 

Sec. 14. That the provisions of this Act arc not intended to pre¬ 
clude the accomplishment of international bimetallism whenever 
conditions shall make it expedient and practicable to secure the 
same by concurrent action of the leading commercial nations of the 
world and at a ratio which shall insure permanence of relative 
value between gold and silver. 

Approved, March 14, 1900 



14. president’s gold message, JANUARY 15, I934 
MESSAGE 

FROM 

THE PRESIDENT OF THE UNITED STATES 

REQUESTING 

CERTAIN ADDITIONAL LEGISLATION TO IMPROVE THE 
FINANCIAL AND MONETARY SYSTEM OF THE 
UNITED STATES 


To the Congress: 

In conformity with the proii^rcss we are making in restoring a 
fairer price level and with our purpose ol arriving eventually at a 
less variable purchasing power lor the dollar, I ask the Congress 
for certain additional legislation to im]:>rove our financial and 
monetary system. By making dear that wc are establishing per¬ 
manent metallic reserves in the possession and owmership of the 
Federal Government, we can organize a currency system which will 
be both sound and adeejuate. 

7 Te issuance and control of the medium of exchange which we 
call “money” is a high prerogative of government. It has been such 
for many centuries. Because they were scarce, because they could 
readily be subdivided and transported, gold and silver have been 
used either for money or as a basis for forms of money which in 
themselves had only nominal intrinsic value. 

In pure theory, of course, a government could issue mere tokens 
to serve as money—tokens wdiich would be accepted at their face 
value if it were certain that the amount of these tokens were per¬ 
manently limited and confined to the total amount necessary for 
the daily cash needs of the community. Because this assurance could 
not always or sufficiently be given, governments have found that 
reserves or bases of gold and silver behind their paper or token 
currency added stability to their financial systems. 

There is still much confusion of thought which prevents a world¬ 
wide agreement creating a uniform monetary policy. Many advo¬ 
cate gold as the sole basis of currency; others advocate silver; still 
others advocate botli gold and silver whether as separate bases, or 
on a basis witli a fixed ratio, or on a fused basis. 

We hope that, despite present world confusion, events are leading 
to some future form of general agreement. The recent London 
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agreement in regard to silver was a step, though only a step, in 
this direction. 

At this time we can usefully take a further step, which we hope 
will contribute to an ultimate world wide solution. 

Certain lessons seem clear. For example, the free circulation of 
gold coins is unnecessary, leads to hoarding, and tends to a pos¬ 
sible weakening of national financial structures in times of emer¬ 
gency. The practice of transferring gold from one individual to 
another or from the Government to an individual within a nation 
is not only unnecessary but is in every way undesirable. The trans¬ 
fer of gold in bulk is essential only for the payment of international 
trade balances. 

Therefore it is a prudent step to vest in the government of a 
nation the title to and possessi()n of all monetary gold within its 
boundaries and to keep that gold in the form of bullion rather than 
in coin. 

Because the safe-keeping of this monetary basis rests with the 
Government, we have already called in the gold which was in the 
possession of private individuals or corporations. There remains, 
however, a very large weight in gold bullion and coins which is 
still in the possession or control of ihc Federal Reserve banks. 

Although under existing law there is authority, by Executive act, 
to take title to tlie gold in the j^ossession or control of the Reserve 
banks, this is a step of such importance tliat 1 prefer to ask the 
Congress by specific enactment to vest in the United States Govern¬ 
ment title to all supplies (;f American-owned monetary gold, with 
provision for the payment therelor in gold certificates. These gold 
certificates will be, as now, secured at all times dollar for dollar 
by gold in the Treasury—gold for each dollar of such weight and 
fineness as may be established from time to time. 

Such legislation places the right, title, and ownership to our gold 
reserves in the Government itself; it makes clear the Government's 
ownership of any added dollar value of the country’s stock of gold 
which would result from any decrease of the gold content of the 
dollar which may be made in the public interest. It would also, of 
course, with equal justice, cast upon the Government the loss of 
such dollar value if the public interest in the future should require 
an increase in the amount of gold designated as a dollar. 

The title to all gold being in the Government, the total stock will 
serve as a permanent and fixed metallic reserve which will change 
in amount only so far as necessary for the settlement of inter¬ 
national balances or as may be required by a future agreement 
among the nations of the world for a rcdistril>ution of the world 
stock of monetary gold. 
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With the establishment of this permanent policy, placing all 
monetary gold in tlic ownership of tlie Government as a bullion 
base for its currency, the time has come for a more certain deter¬ 
mination of the gold value of the American dollar. Because of world 
uncertainties, 1 do not believe it desirable in the public interest that 
an exact value be now fixed. The President is authorized by present 
legislation to fix the lower limit of permissible revaluation at 50 
percent. Careful study leads me to believe that any revaluation at 
more than 60 percent of the present statutory value would not be 
in the public interest. I, therefore, recomnumd to the Congress that 
it fix the upper limit of permissible revaluation at 60 percent. 

I’hat we may be further prepared to bring some greater degree of 
stability to foreign exchange rates in the interests of our people, 
there shoidd be added to the present power of the Secretary of the 
Treasury to buy and s^ll gold at home and abroad, express power 
to deal in foreign exchange as such. As a part of this power, I sug¬ 
gest that, out of the profits of any devaluation, there should be set 
up a fund of $2,000,000,000 for such purchases and sales of gold, 
foreign exchange, and Government securities as the regulation of 
the currency, the maintenance of the credit of the Government, and 
the general welfare of the United States may require. 

Certain amendments of existing legislation relating to the pur¬ 
chase and sale of gold and to other monetary matters would add to 
the convenience of handling current problems in this field. The 
Secretary of the Treasury is prepared to submit information con¬ 
cerning such changes to the appropriate committees of the Congress. 

dlic foregoing recommendations relate chiefly to gold. The other 
principal precious metal—silvcr—has also been used from time im¬ 
memorial as a metallic base for currencies as well as for actual cur¬ 
rency itself. It is used as such by probably half the population of 
the world. It constitutes a very important part of our own monetary 
structure. It is such a crucial factor in much of the world’s inter¬ 
national trade that it cannot be neglected. 

On December 21, 1933, 1 issued a proclamation providing for the 
coinage of our newly mined silver and for increasing our reserves of 
silver bullion, thereby putting us among the first nations to carry 
out the silver agreement entered into by 66 governments at the 
London Conference. This agreement is distinctly a step in the right 
direction and we are proceeding to perform our part of it. 

All of the 66 nations agreed to refrain from melting or debasing 
their silver coins, to replace paper currency of small denominations 
with silver coins, and to refrain from legislation that would depre¬ 
ciate the value of silver in the world markets. Those nations pro¬ 
ducing large quantities of silver agreed to take specified amounts 
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from their domestic production and those lu)lding and using large 
quantities agned to restrict th(‘ amount tliey would sell during the 
4 years covered by the agreement. 

If all these undertakings are carried out by the governments con¬ 
cerned, there will be a matked increase in the use and value of 
silver. 

Governments can well, as they have in the past, employ silver as 
a basis for currency, and I look for a greatly increased use. I am, 
however, withholding any recommendation to the Congress looking 
to further extension of the monetary use of silver because I believe 
that we should gain more knowledge of the results of the London 
agreement and of our other monetary measures. 

Permit me once more to stress two principles. Our national cur¬ 
rency must be maintained as a sound currency which, insofar as 
possible, will have a fairly constant standard of purchasing power 
and be adequate for the purposes of daily use and the establishment 
of credit. 

The other principle is the inherent right of government to issue 
currency and to be the sole custodian and owner of the base or 
reserve of precious metals underlying that currency. With this goes 
the prerogative of go\eminent to determine from time to time the 
extent and nature of the metallic reserve. 1 am confident that the 
Nation will well realize the definite purpose of the Government to 
maintain the credit of that Government and, at the same time, to 
provide a sound medium of exchange which will serve the needs of 
our people. 

Franklin D. Roosevelt 

The White FTouse 
Jcniunry 75, icj^^ 



15 . PKKSIDENr’s SILVER MESSAGE, MAY 22, 1 934 

To THE Congress of the United Si ates: 

On January 11, 1934,^ I recommended to the Congress legislation 
wliich was promj)tly exacted under the title, “The Gold Reserve 
Act ol 1934.” d'his Act vested in the United States Government the 
custody and control of our stocks of gold as a reserve for our paper 
currency and as a medium of settling international balances. It set 
up a stabilization fund for the control of foreign exchange in the 
interests of our jieople, and certain amendments were added to 
facilitate the acquisition of silver. 

As stated in my message to the Congress, this legislation was 
recommended as a step in improving our financial and monetary 
system. Its enactment has laid a foundation on which we are organ¬ 
izing a currency system that will be both sound and adequate. It 
is a long step forward, but only a step. 

As a part of the largc'r objective, some things have been clear. 
One is that we slioidd move forward as rapidly as conditions per¬ 
mit in broadening the metallic base of our monetary system and in 
stabilizing the purchasing and debt paving power of our money 
on a more equitable let el. Another is that we should not neglect 
the value of an increased use of silver in im]>roving our monetary 
system. Since 1929 that has been obvious. 

Some measures for making a greater use of silver in the public 
interest are apj)ro{)riatc for independent action by us. On others, 
international cooperation slioukl be sought. 

Of the former class is that of increasing the proportion of silver 
in the abundant metallic reser ves back of our paper currency. This 
policy was initiated by the Proclamation of December 21, 1933, 
bringing our current domestic ])roduction of silver into the Treas¬ 
ury, as well as placing this nation among the first to carry out the 
agreement on silver which we sought and secured at the London 
Conference. We have since acquired other silver in the interest of 
stabilization of foreign exchange and the development of a 
broader metallic base for our currency. We seek to remedy a mal¬ 
adjustment of our currency. 

In further aid of this policy, it would be helpful to have legis¬ 
lation broadening the authority for the further acquisition and 
monetary use of silver. 

I, therefore, recommend legislation at the present session declar¬ 
ing it to be the policy of the United States to increase the amount 
of silver in our monetary stocks with the ultimate objective of hav- 

^January 15? 
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ing and maintaining one-foiirili of tlieir nionrtary value in silver 
and threedourths in gold. 

The Executive Authority should be authorized and directed to 
make the purchases of silver necessary to attain this ultimate 
objective. 

The authority to purchase present accumulations of silver in 
this country should be limited to purchases at not in excess of 
50 cents per ounce. 

The Executive Authority should be enabled, should circum¬ 
stances require, to take over present surpluses of silver in this 
country not required for industrial uses on payment of just com¬ 
pensation, and to regulate imports, exports and other dealings in 
monetary silver. 

There should be a tax of at least 50 percent on the profits accru¬ 
ing from dealing in silver. 

We can proceed with this program of increasing our store of 
silver for use as a part of the metallic reserves for our paj^er cur¬ 
rency without seriously disturbing adjustments in world trade. 
However, because of the great world siipj^ly of silver and its use 
in varying forms by the workhs population, concerted action by 
all nations, or at least a large group of nations, is necessary if a 
permanent measure of value, including both gold and silver, is 
eventually to be made a world standatd. To arrive at (liat point, we 
must seek every possibility for world agreement, altliough it may turn 
out that this nation will ultimately have to take such independent 
action on this phase of the matter as its interests require. 

The success of the London Conference in consummating an inter¬ 
national agreement on silver, which has now been ratified by all 
the governments concerned, makes such further agreement worth 
seeking. The ebb and flow of values in almost all parts of the world 
have created many points of pressure for readjustments of internal 
and international standards. At no time since the efforts of this 
nation to secure international agreement on silver began in 1878 
have conditions been more favorable for making progress along 
this line. 

Accordingly, I have begun to confer with some of our neighbors 
in regard to the use of both silver and gold, preferably on a co¬ 
ordinated basis, as a standard of monetary value. Such an agree¬ 
ment would constitute an important step forward toward a 
monetary unit of value more equitable and stable in its purchasing 
and debt paying power. 

Franklin D. Roosevelt 

The White House 

May 22, 
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21, 106 


Nations, foreign, see foreign nations 
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New York silver market, 57, 69, 70, 74 

Panama Canal bonds, 90, 92 
Paris, Margaret Maher, xi 
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Peru, action on silver, 46, 72, 74 
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Pittman Act, 51, 61, 98 
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system, vii; decline in, a factor in 
bank crisis, 5; dependence upon sta¬ 
ble monetary system, 8; commodity, 
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ward control of, 22 ff.; gold purchase 
prices, chart, 22; silver, 42, 44, 45, 
49 f., 58. 61, 70, 73-75, 77; chart, 48; 
rise in, not due to gold policy, 106 
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5, 15; publication of list of institu¬ 
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buying and selling, 22, 23, 24 
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mation, 6 f., 16 (text, 164-65); exec¬ 
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takes nation off gold standard, 18; 
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message, 25-26, 50 (text, 183-86); 
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48; influenced by pressure-groups, 
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168-69; proclamation nationalizing 
silver, text, 173-75 
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Secretary of the Treasury, see Treasury 
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Sherman Silver Purchase Act, vii 
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dized, 42, 46 n, 47, 49, 56, 109; prices, 
42, 44, 45, 48 (chart) , 49 f., 58, 61, 
70- 73~75« 77i I'iitio to gold, 43, 80; 
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ator Pittman’s activities in behalf of; 
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effect upon China, 62, 63-65; author¬ 
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Steagall, Representative, 84 
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3 ' f- 
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der, 43, 44; Title III, text, 142-45 
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21, 24, s 6 t 2, 27, 28, 29!., 34, 37, 38; 
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52 
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